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Decennial of the Boston Office 


By HoMER 


len years ago (on May 2, 1915) the 
firm opened an office in Boston under the 
solicitous watch of the New York 
partners. The expectation was that 
growth in this conservative district 
would be exceedingly slow and that a 
decade would probably elapse before the 
branch in New England could attain to 
any considerable size. There was no 
hope of securing a footing in the strong- 
hold of settled traditions and convictions 
except with a Bostonian as the firm’s 
local representative—and Carl T. Keller 
was the man who received the appoint- 
ment. He rented a small office at 50 
Congress Street and for some time had no 
assistant 
ning. 

The Boston office has observed its 
tenth anniversary by moving into new 
quarters on the twelfth floor of the new 
Chamber of Commerce Building at 80 
Federal Street. The space we have 
taken there is about 25% larger than 
that which we have had during the past 
four years at 261 Franklin Street. The 
new location could not be better. It 
is in the financial district and only five 
minutes walk from South Station. 

The Boston organization has become 
one of the largest among the public 
accounting offices of this city. Of the 
accountants now on its staff, seventeen 
are certified public accountants of Mas- 
sachusetts. Our service is well diversi- 
fied: of the total volume about 40% is 
auditing (mostly recurring), 40% 
special (cost accounting, litigation cases, 
investigations, etc.) and 20% is taxation 
cases. Nearly every type of business 


that was the modest begin- 


is 
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enterprise is 
clients 


represented among our 
manufacturing, natural re- 
sources and mercantile; banks, invest- 
ment banking and brokerage houses; 
public utilities and insurance companies; 
estates; commission houses and _insur- 
ance agents; municipalities and institu- 
tions; automobile distributors and gar- 
ages; contracting, printing, clubs, hotels 
and so on. The textile industry is the 
largest industry which Massachusetts 
has, producing 21°7, of the total value of 
goods of all kinds made in the State; 
consequently, many cotton, worsted and 
woolen mills are numbered among our 
clients. 

Notwithstanding the great expansion 
of our clientele in New England since 
1915, growing largely out of local con- 
nections, the Boston office is conducted 
as an integral part of the firm’s nation- 
wide practice—and international prac- 
tice as we can say now. The policies 
and standards that have been developed 
and handed down to us by the senior 
partners are our precepts here as they 
are in Philadelphia and New York. To 
them we are largely indebted for what- 
ever professional proficiency has been 
attained at Boston. Our inter-com- 
munications with the other offices are 
frequent; arising,as they do in the normal 
course of business, they demonstrate the 
close relationship which joins the numer- 
ous offices of the firm, scattered though 
they are over a wide territory, into a 
united organization inbued with a com- 
mon understanding. Men from other 
offices skilled in special lines have at 
times come to Boston to help us to 
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which we were 
inadequately equipped, and occasionally 
men from the Boston office have been 
sent for to assist at other offices. Part- 
ners, too, may be transferred temporarily 
from their home offices to direct engage- 
ments in other territories: Mr. Gee, for 


render a service for 
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ticular service. Our satisfac- 
tion at Boston is that we are a unit of a 
much larger organization with which we 
can work so harmoniously, extending to 
our clients in New England the benefits 
of counsel from our associates in other 
cities, a real and valuable service which 


greatest 





The Boston oftice has removed to the twelfth floor of this mag- 
nificent building—the new Chamber of Commerce Building, 


No. 80 Federal Street— 


example, was for many months attached 
to the Boston office and the writer has 
perpetrated long absences from Boston 
in the interest of work in New York and 
Washington. The interchange of men 
and the exchange of ideas foster har- 
monious understanding and widen the 
experience and vision of the men, 
assigning to our clients the 
individuals best qualified for the par- 


besides 


which is at the corner of Franklin Street. 


would be lacking altogether if the range 
of our experience and sources of informa- 
tion and advice were provincially limited. 

It is difficult to define policies, especi- 
ally those that touch the personal or 
human phases of organization for pro- 
fessional work. The problem is no 
different at the Boston office than at the 
other offices of the firm in this country 
and abroad. The principles which have 


























guided us in upbuilding the organiza- 
tion at Boston have always been in our 
thoughts but have never before been 
expressed in writing. These are our 
tenets of organization as we now attempt 
for the first time to put them into words: 


First—We strive to achieve our 
best on every case. No field work or 
letter or report can be passed as satis- 
factory if it fails, in any respect, to 
measure up to our best accomplish- 
ments. There is no difference in 
degree in the application of this test— 
the small case must be attended to as 
conscientiously as the large case. A 
past standard is no longer acceptable 
when it is possible to excel it. Last 
year’s report on an audit, however 
excellent, can be surpassed this year 
through dint of profounder analysis 
and more imaginative review of 
ied findings. 








Second—Every man on the staff is 
encouraged to exercise his capabilities 
to the utmost. The scope of his work 
is not repressed merely because of his 
rating as a junior or semi-senior or 
senior. He is urged to contribute to 
every case all the ideas he can create 
out of his originality and under- 
standing. The drafting of reports is 
not the prerogative of any man 
except the one who does it best. 
If a man who has ranked as a junior 
believes he is qualified to write a 
“4 report, he may have the opportunity 
to submit a draft to his superior. 





Third—Every man is expected to 
submit the results of his work to 
others for criticism. ‘Two minds are 
better than one and three are better 
than two. No man is so infallible 
but his conclusions will usually un- 


of the client, when they are critically 
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reviewed. Often a critic with little 
familiarity with a particular case 
will, because of a fresh viewpoint, 
make helpful suggestions to the man 
who has long been concentrating his 
thoughts on the subject. A man who 
is too proud to have his findings and 
his reasons for them passed upon by 
another is lacking one essential quali- 
fication of a _ successful public 
accountant. 


Fourth—It is our policy not to urge 
that members of the staff specialize 
narrowly. Every accountant should 
endeavor to gain the broadest experi- 
ence in the various fields of accounting. 
He will, of course, become more fully 
versed in one subject than in others. 
He should not, however, specialize 
in any one subject to the exclusion of 
others. We believe that a man’s 
capability of rendering helpful service 
to clients enlarges with breadth of 
experience. If he is called in by the 
client to audit the accounts, he can 
render a more useful service if he can 
advise also concerning accounting 
methods, office management, admin- 
istrative policies, curtailing of inordi- 
nate costs and expenses and budgetary. 
control. 


Fifth—Our organization should be 
an association of strong individualities. 
Individualities should not be stand- 
ardized. Originality is wanted more 
than uniformity. Every man’s opin- 
ion, therefore, is entitled to the 
greatest respect. Original ideas may 
as soon come from a junior as a senior. 
Every man, then, will have a hearing 
when he wishes to submit a suggestion 
or constructive plan. 


Those are our aims. We may not 


dergo some modification, to the benefit realize them fully in practice, but it is 


(Concluded on page 18) 
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A Flying Trip Abroad 


By WILLIAM 


It was about noon Tuesday when the 
Aquitania nosed her way into the dock 
at Southampton, after having left New 
York the previous Wednesday morning 

—almost a record voyage. 

The day had been fine for disembark- 
ing passengers at Cherbourg—and also 
during the trip across the Channel—but 
before we reached London it began to 
rain. Perhaps that was to be expected 

in London—in April. I had wirelessed 
for a reservation on the airplane to 
Berlin, leaving early the following morn- 
ing, but as I thought they started off as 
regularly as express trains, regardless of 
the weather, I paid little attention to 
atmospheric conditions. 

“The auto leaves at seven sharp for 
Croydon” (the flying field). This meant 
a breakfast not later than six-thirty. In 
a London hotel six-thirty is early, but a 
part of my breakfast was soon laid before 
me. “Shall we carry on with the eggs a 
bit, sir, while they get the fruit ready?”’ 
Although this reversed the customary 
procedure, nevertheless I “carried on’”’ 
in accordance with his advice. It was 
annoying, to say the least, after bolting 
what was ready and missing the fruit, to 
be then told that the auto would not 
start at seven because they were waiting 
for reports of the weather conditions at 
Amsterdam and elsewhere. 

First it was announced that the plane 
probably would not start that day— 
next that it surely would not, and a little 
later that it would. Finally, at eight 
o'clock, we did start off in the auto, the 
only passengers being myself and an 
elderly physician from the Bronx on his 
way to Hanover, Germany. 

When we got to Croydon there was 
another long delay—hours—while they 
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waited for reports and for the weather 
to shape up, if it would, so that it would 
be fit for flying. I had time to visit all 
the hangars, inspect the planes, listen to 
the tales of the mechanics (some not very 
cheering), read the London paper from 
beginning to end (including the enter- 
taining ‘‘ Personals’’)—meanwhile slowly 
congealing, for it was a sharp morning, 
and there was no heat in the office nor 
in any of the buildings. 

At last we were away—three hours 
late in starting—on the first of the three 
legs of the flight to Berlin, which are 
London to Amsterdam, Amsterdam to 
Hanover, and Hanover to Berlin. 

It was a breezy day, a little overcast, 
but the visibility good. The country 
below was beautiful in its Spring verdure. 
It was possible to see for miles—patches 
of woods, roads, streams, villages, fields 
—everything clearly defined. Every 
available inch of soil seemed to be tended 
with care. It was so charming that I am 
tempted to use that overworked expres- 
sion—‘ like a beautiful garden.’ 

They told us at the flying field that it 
might be “‘a bit bumpy” and it was. It 
seems silly to talk about these air bumps 
to anyone who has been up, but to the 
novice the first two or three drops create 
a sensation very much, I imagine, like 
falling in an elevator. After that he gets 
more or less used to them. 

An air pilot came with us as passenger 
on this first flight, and he succeeded in 
shouting loud enough to point out to us 
one interesting feature after another of 
the passing scene below. When we came 
to the edge of the Channel, he put on a 
lifebelt, rather to our surprise. ‘Safety 
first,” he said. He remarked also that 
the pilot always kept passing ships in 


























sight so that he might land near them if 
he had to descend. The water looked 
chilly and I cannot say that I was anx- 
ious to test either the lifebelt or a rescue 
by a steamer. The physician passenger 
confided to me later in the day that 
{ when the pilot pulled out a lifebelt from 

the receptacle in the side of the plane, 
he felt somewhat perturbed, but he was 
game and did not show it. 

Nothing happened, however; in fact, 
flying over the water was as smooth as 
velvet, since there are no hills or valleys 
to create currents of air. The wind was 
behind us and we flew at the rate of a 
hundred and thirty or forty miles an 
hour. It did not seem so very long before 
we were at the field outside of Amster- 
dam. It had been bitterly cold, terribly 
noisy, of course, and rather jumpy, but 
not bad. 
~ At Amsterdam we changed to another 
plane, a much smaller one. The pilot 
Jeft us but a Hollander joined the physi- 
cian and myself and we crowded into the 
little cabin. This plane jiggled rather 
more than the other one, but it was not 
quite so cold. A good deal of the country 
we passed over was uninteresting, and as 
we could not talk to each other, the trip 
grew rather. monotonous. After we had 
been flying for an hour and a half or 
more, I noticed that the pilot went down 
very low at every town of any size. In 
my innocence, I thought he was doing 
this to show us the sights. Finally, after 
nearly three hours of flying, he circled 
around a town and seemed as though he 
were about to land. Ah, I thought, we 
are here at last, thank Heaven! But I 
could see no flying field. He went down 
and down, however, until the next thing 
we knew we were bumping over a field 
and finally came to a stop. The pilot 
had lost his way! 

b It was near a small German town, 
sixty miles off the route. In almost no 
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time the field was swarming with men, 
women and children. They came on foot, 
on bicycles and in carriages, old and 
young, soldiers and civilians. The pilot 
found out where he was and then he 
began his preparations to rise. Some 
men lifted the tail around and he taxied 
the plane along until he came to a fence. 
Then the men turned it a little more and 
he taxied further on until he had gone 
far enough to get a run into the wind. 
Once more they turned it completely 
around for a try at rising. Off we went— 
bump, bump, bump, but there was 
nothing doing. The engine had gotten 
cold in the meantime and was not be- 
having very well. After some monkeying 
with it the whole proceeding was gone 
through again with the same result. A 
third time he tried without success and 
then he gave it up. We had been there 
about an hour—not the most delightful 
hour I have ever spent. 

I am free to confess that the solid earth 
felt good to me when [ stepped on it. 
Air bumps mean nothing, I am told, and 
one can convince himself of that, but to 
try to rise from a field not especially 
fitted for it, and with an engine not 
working perfectly, seemed dangerous. 

When we alighted the sun was shining 
brightly and everything about that neat 
little German town looked very attrac- 
tive. A man took our bags and we 
started off across the fields to the railroad 
station. I had no German money, but 
our Hollander passenger supplied me with 
some in exchange for good United States 
dollars. We found there was no train 
until nine o’clock so we all adjourned to 
the little town hotel and at six o’clock 
we broke the fast from food and drink 
which had lasted all day since six-thirty 
in the morning. A night in Hanover ina 
good hotel to which I was introduced by 
my physician acquaintance, and a train 

















ride to Berlin the next morning, ended 
this phase of my travel experiences. 
Our offices in Berlin are well located 
at 50-51 Unter den Linden. We are on 
the third floor and there is a “‘lift.”” It is 
well named because, like all European 
elevators, it is intended that it shall be 
used only in taking people up, not in 
bringing them down. An amusing ex- 
perience in this connection happened to 
Mr. Staub’s son. He went out from our 
offices and, as was perfectly natural, 
rang the elevator bell. The lift 
slowly to the third floor, the heavy doors 
opened and the crusty old gentleman who 
operates it stepped forth to see who had 
the temerity to ring the bell for him to 
come up. When he saw the young man 
and learned that he wished to go down, 
his righteous wrath waxed strong and, 
pointing to the stairs, he stated in fluent 
but forcible German that those stairs 
were made for people to walk down. 
Then, reentering the elevator, he calmly 
closed the doors and descended alone, 
satisfied that, so far as he was concerned, 
the principle that the lift was to be used 
only in going up, and your legs in going 
down, had been properly demonstrated. 
Nothing can be more foolish than for 
a casual sojourner to attempt to describe 
in detail conditions existing in the coun- 
try which he may be visiting, and I shall 
not try to do so. I shall simply relay a 
little of the information given me by those 
who were in a position to be informed. 
Indications are that German labor is 
generally pretty fully employed, but at 
bare living wages only, a condition which 
is not conducive to efficiency. Indeed, it 


rose 


is said that there has been a decided 
falling down in this respect. Naturally 


the industries in all sections of the coun- 
try are not uniformly busy, but gener- 
ally speaking, the industrial situation is 
not bad, having in mind especially the 
lack of working capital. 
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The import and export figures (which 
bear so directly on the ability to pay 
reparations) for the last few months have 
not been especially satisfactory, but it is 
believed that this is a more or less tem- 
porary condition, due in part to the re- 
plenishment of exhausted stocks, and 
that it will improve in time. 

There is a decided lack of working 
capital and American representatives 
have been besieged with requests for 
loans of one kind or another. Most of 
them, however, have been too small in 
amount to be dealt with as individual 
offerings. Others were not acceptable in 
one way or another. The result has been 
that comparatively few public offerings 
have been made in the United States. 

The reaction in the United States to 
the political situation in Germany was 
known there to be unfavorable. It was 
realized by those well informed that 
whatever the facts might be as to Field 
Marshal von Hindenburg’s attitude 
toward the Republic, it would be be- 
lieved generally in the United States that 
his election was merely the first step 
toward the restoration of the monarchial 
system, and an attempt sooner or later 
to regain for Germany all or more than 
she lost in the late war. 

It was stated positively, however, by 
well-informed Germans, that the Field 
Marshal’s election would not necessarily 
be so viewed in Germany. It was claimed 
that many cross-currents would influence 
the result, among them being religious 
differences and dissatisfaction of the 
working classes with the existing govern- 
ment. Since my visit to Berlin the 
elections have been held and the old Field 
Marshal is now the President of the 
Republic. What the effect will be on the 
future relationships between the other 
countries, particularly the United States, 
and Germany, remains to be seen. Before 
this appears in print, the situation may 























have developed sufficiently to indicate 
what the immediate effect is likely to be. 
At the time I was in Berlin it was gen- 
erally believed that it would tend to re- 
strict loans to German industries, in the 
form of public offerings, in the United 
States during the next few months. 

In the practice of the public account- 
ing profession in Europe many obstacles 
are encountered from which our work 
here in the United States is entirely free. 
Take the matter of language, for in- 
stance. During the few months that our 
office has been established in Berlin, we 
have been asked to do work, not only in 
Germany, but in Poland, Italy, Hungary, 
Czecho-Slovakia and France. Imagine 
the difficulty of compiling statements 
from books, perhaps differing in each 
country in form as well as in language, 
and of supplementing this information 
by verbal inquiries directed to the prin- 
cipals in the case, as well as those in 
charge of the accounts. 

If the practice of accounting in for- 
eign fields, however, is not as easy in 
some respects as in the United States, it 
gives rise to many interesting experi- 
ences and it certainly tends to develop 
the resourcefulness of those entrusted 
with the work. No matter what the im- 
pediments may be, a way out can be 
found if the accountant is equipped with 
the necessary knowledge and experience, 
and is persistent and patient in the pur- 
suit of his objective—and so it has been 
found in our foreign practice. 

My only other stop in Europe was in 
Paris, to which I went to join my wife 
and her sisters who had just arrived there 
after completing a Mediterranean tour. 
Paris was looking her best. The weather 
was fine, the Spring flowers were bloom- 
ing and the whole city seemed light 
hearted and gay. It may be that Amer- 
icans get that impression from frequent- 
ing only those parts of the city which are 
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devoted chiefly to the lighter side of life. 
Anyhow, Paris was unusually attractive, 
and we enjoyed the little non-personally 
conducted tours which we made from 
time to time—non-conducted, that is, 
unless I list myself in the category of 
personal conductors. 

F.ven though Paris was in gala attire, 
and though we had planned for other 
trips through the French country, we 
felt the call of home, for the travelers 
had been away for some months. None 
of us was sorry, therefore, when having 
decided to curtail our visit, I was able to 
secure accommodations on the Seren- 
garia, which was to sail a few days after 
my arrival in Paris. When we left the 
tender at Cherbourg and felt the solid 
deck of that huge vessel under our feet, 
and resigned ourselves to the care of its 
efficient staff, we felt that we were really 
on our way home. 

I left New York on April 8, I returned 
on May 1, and in the meantime I had 
visited the three great capitals of Fu- 
rope—London, Paris and Berlin. Was 
not that a flying trip? 


Climb the Ladder of Success 
100% I did! 
90% I will! 
80% Ican! 
70% I think I can! 
60% I might! 
50% I think I might! 
40% What is it? 
30% I wish I could! 
20% I don’t know how! 
10% Ican’t! 
0% I won't! 
A Bargain 
Auto Demonstrator (who has been 
trying for three hours to sell the car): 
“Now I'll throw in the clutch.” 
Uncle Eben: “‘T’ll take her then. I 
knew if I held off long enough ye’d give 
me somethin’ to boot, b’gosh.”’ 
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The Accountant’s Moral, Legal and 
Financial Responsibility* 


By RIcHARD Fi1tTz-GERALD 
Manager, Detroit Office 


MORAL RESPONSIBILITY 

Morals vs. Law: Civil law is merely a 
rule of action for the guidance of people 
in their relations one with another. The 
moral law, on the other hand, is the 
internal prompting of conscience urging 
men to do right one by another. The 
civil law is synthetic, built up slowly 
over the ages by man as he advanced in 
his upward struggle from barbarism. 
The moral law is a priori, eternal, and 
flows from a source superior to man. The 
civil law is invariably based on moral 
law but usually falls far short of it; in 
other words, moral responsibility is much 
higher in degree than legal responsibility 
and society has not yet reached the stage 
of perfection where it is willing to adopt 
the moral code as the basis of its relations. 


Measure of Service: The individual has 
an absolute right to conduct his affairs 
and his relations within the strict letter 
of the civil law; to accept it as his highest 
and only code of conduct; to give only 
what the law says he must give, and to 
exact to the last piece everything the 
law says he must have. The honor, 
honesty, liberty of action and standing 
of a person so regulating his life may 
not be so questioned; he has conformed 
to the recorded rules of society and is 
entitled to its protection. It is, how- 
ever, a fact, and a healthy indication of 
man’s progress, that those who give only 
what they must and take all that they 
may are barely tolerated. Society is 
ahead of the rules it has written in the 


*A paper read before the Michigan Association 
of Public Accountants on April 2, 1925. 


books and expects more from its mem- 
bers than mere compliance with the civil 
law. The individual is expected to give 
a fuller measure of service than the law 
requires and society has its own way of 
punishing those who do not live up to 
its expectations. Reducing the matter 
to its most sordid level, the individual 
who gives full measure of service and is 
willing to accept full moral responsibility 
for his acts and his goods continues in 
business and grows prosperous. If he 
lives behind the letter of the law and 
gives only what he must he may continue 
to live but he does not prosper. 


Accountancy: To determine the degree 
of responsibility imposed on the pro- 
fession of accountancy by society it is 
necessary to consider the purposes it 
serves. The function of the legal pro- 
fession is to aid in regulating relations 
between man and man. This is also in 
a more restricted sense the function of 
the accountancy profession; in fact, 
accountancy is an off-shoot of the legal 
profession. The work that is now done 
by accountants, in a less complex con- 
dition of society was, and still is in prim- 
itive and inaccessible communities done 
by lawyers. The accountant, therefore, 
is charged with responsibilities similar to 
those imposed on the legal profession and 
has both a particular and general duty 
to perform, the former to his client and 
the latter to society in general. 


For instance, in the preparation of a 
certified balance sheet the accountant is 
morally obligated to consider not alone 
the interest of his client, but that of 





























society in general, and must not, by the 
suppression or glossing over of essential 
facts, take any chance of misleading any 
person to whose hands his statements 
may come. There is a maxim of the 
legal profession: “‘It is to the interest of 
the state that there be an end to litiga- 
tion.”” When it is considered that 
relations entered into with a full knowl- 
edge of the facts by all the parties seldom 
end in litigation it becomes apparent 
that this maxim is also a heritage of our 
profession. 

Moral Responsibility: Morals may not 
be reduced to a mathematical formula. 
What one should do or refrain from 
doing must be governed by a decent 
human feeling for the rights of others, 
good taste and sound judgment. What 
one must do is in the books and I pro- 
pose to deal with it a little later. 

The question of moral responsibility is 
neither new nor peculiarly our problem. 
It was discussed with no mean skill by 
oriental shepherds during the life of the 
writer of the book of Job. Saints and 
philosophers wrote and thought about it 
and never seemed. to get anywhere. 
Their discussions advanced in circles, 
always seeming to begin all over again 
where they ended. The great emperor, 
Marcus Aurelius, wrote of it 2,000 years 
ago in words of universal and lasting 
application: 

“On the occasion of every act ask thyself, 
How is this with respect to me? Shall I repent 
of it? A little time and I am dead, and all is 
gone. What more do I seek, if what I am now 
doing is the work of an intelligent living being, 
and a social being, and one who is under the 
same law with God?” 

Profession vs. Business: The man whose 
first object in life is to accumulate 
wealth should not engage in the practice 
of a profession. Business is his field and 
although nowadays business does not 
succeed financially unless it renders full 
measure of service, the securing of profit 
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is its primary object. In the professions 
a man secures his compensation first 
through a full measure of satisfaction in 
performing skillfully and honestly the 
work that he loves. His first feeling 
must be the interest of his client; his 
personal interests and advantage must 
take a subordinate position; money 
compensation is merely incidental. 

Professions grew up through the desire 
of society to obtain a highly specialized 
and skillful service. To safeguard the 
public interest in the first place, and in 
the second to guard the honor of the 
profession, practitioners came together 
and formulated rules of conduct known 
as codes of ethics. 


Legislation: Wherever a profession has 
attempted, by joint action or through 
the medium of legislation, to set up bar- 
riers or restrictions, unless these were 
solely in the public interest, the profession 
suffered. In the case of the medical pro- 
fession—I am quoting from the state- 
ments of a famous physician—in modern 
times they allowed to fall into abeyance 
certain of the healing arts, such as heal- 
ing by suggestion, practiced so success- 
fully in ancient times. The public, 
possessing a true sense of values, sought 
for medical assistance of this kind and 
found it in the parlors of psychoanalysts, 
chiropractors and other irregular prac- 
titioners. The physicians invoked the 
aid of législatures and courts and sent 
several of their irregular competitors to 
the pentitentiaries. However, the peo- 
ple were not convinced and now the 
medical profession is using successfully 
in their practice all of the healing arts 
they so loudly condemned and so actively 
endeavored to suppress a short time ago. 
From this struggle the medical profession 
emerged with decreased prestige, leaving 
in the minds of the public a feeling of 
distrust. 
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The moral to be drawn from this is 
that our profession should not attempt 
to secure legislation ahead of public 
opinion and we should not attempt to 
drive out of business people rendering a 
service along the lines of cost accounting, 
so-called industrial engineering, etc., 
until and unless we qualify ourselves by 
education and training to render service 
of this nature. If we at this time outlaw 
those outside of our profession handling 
this work the public will find the means 
of punishing us and will walk around our 
artificial restraints to irregular 
practitioners. 

Education: While, as stated above, the 
accountancy profession is an off-shoot of 
the legal profession, the public has sought 
the accountant for advice and assistance 
in a much wider field, forcing him on to 
the fringes of engineering, banking and 
finance, and compelling him to rescue 


these 


from forgotten shelves of university 
libraries dusty works on economics 


written by men cloistered and detached 
from the practical affairs of life. 

I do not believe that the education of 
accountants is keeping pace with their 
widening duties and opportunities for 
service. I believe some of us are taking 
on duties that we are not qualified to 
perform and that our failures are result- 
ing, in many instances, to the disadvan- 
tage of our clients and the discredit of 
our profession. The courses available 
for the training of accountants are not 
sufficiently wide and comprehensive in 
scope. They should include many sub- 
jects that are now excluded. The stand- 
ard of preliminary education should be 
raised. The technical part of the edu- 
cation should be liberalized and more 
closely supervised by the profession. The 
older and more successful members of the 
profession are not doing their duty in the 
matter of training their successors. In 
the legal and medical professions it is 





considered an honor, privilege and high 
mark of professional esteem to be called 
to lecture in the schools of these pro- 
fessions. In our profession, an account- 
ancy school is fortunate if it is able to 
secure as a lecturer one of the least com- 
petent of our seniors. 

In the oath taken by those who enter 
the medical profession, known as_ the 
Hypocratic oath, an obligation is as- 
sumed to educate those who would 
aspire to enter that profession. It would 
be well for the general public and our 
profession if we all assumed and seriously 
attempted to fulfil such an obligation. 

Obligation to Broaden our Services: 
Accountancy is a new profession but the 
accountant, as far as he has gone, has 
played his part well. As long as money 
is the reward and measure of enterprise, 
and as long as achievement continues to 
be measured by any common unit of 
worth, there will always be a place for 
the art of the accountant. Without him 
the great railroad could not have stretched 
out across the trackless prairie; the 
Standard Oil Company could not have 
reached out to the ends of the earth; the 
tall building could not have climbed into 
the sky; nor could Mr. Ford, with all due 
deference to his opinions, create and con- 
tinue to operate at the Rouge and else- 
where. Our profession has, however, 
reached a crisis. Service is being de- 
manded from us that is foreign to our 
experience and training. Business is 
seeking advice and assistance along new 
lines. This country created and brought 
together the greatest aggregations of 
capital the world has ever known. These 
enterprises, up to the present time, have 
been largely pioneering; they are now 
settling down to an operating basis and 
are seeking intensive and highly scientific 
management. They have brought to 


perfection in the application to their 
enterprises the physical sciences and 
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arts, and are reaching out through cob- 
webs and dust to the so-called mental 
sciences in the hope that they may be 
able to harness them with equal success. 

The great fortunes created in the past 
score of years are seeking ways and 
means of securing perpetuity and con- 
tinuity of identity. People are seeking 
advice and assistance in regard to the 
complex and involved tax laws on the 
statute books of the Federal and state 
governments. Since 1917 the number of 
investors in this country has increased 
by about 4,000,000. A majority of these 
knows nothing about finances; the rights 
of minority stockholders; the incidents 
and rights, advantages or disadvantages 
of the various classes of securities; the 
fundamentals of security values, etc. 
They are groping for advice and assist- 
ance from some source that has no inter- 
est in the sale of securities. All of these 
classes and many others are turning to 
accountants for aid and forcing on our 
profession the acceptance of three alter- 
natives: 

1. To seek a broad and liberal training that 
will qualify us to render the service that is 
being sought. 

2. Frankly to admit that we are unable to 
meet the emergency and allow this work to pass 
to some other profession. 


2 


3. If we do not adopt one or other of these 
courses but attempt to handle matters outside 


of our experience and training, face the fact 
that we may degenerate into the rank of charla- 
tans and eventually disappear as a profession. 

It may have little to do with the sub- 
ject, but there is at the present time a 
wide demand for an advisory service 
based on the practical experience of the 
accountant and a foundation of technical 
education, including the present educa- 
tion of the accountant with a more com- 
prehensive course in law in addition to 
the following subjects: 

Fundamental principles of engineering. 
Economics—a full course. 
Psychology and ethics—three terms. 


Sociology—one_ term. 

A short course in the theory of merchandising 
and markets. 

\ short course in the principles of valuation. 

Mechanical drawing—one term. 


We in our profession deal with symbols 
representative of tangible values. We 
measure achievements, rewards and re- 
turns. We must work on the minds of 
those we serve and the only measure of 
our success is in our ability to correctly 
and vividly impress the human mind. 
With this background are we not the only 
profession qualified to assist industry 
in dealing with the problems of human 
relations, with the aids to management 
that are of the mind, budgeting, organ- 
ization, cost accounting, bonus plans, 
pension schemes, and other ideas that 
have to do with incentive and reward? 
Is it not our moral responsibility as a 
profession to break with the narrow con- 
cept of our beginning, and prepare our- 
selves for the wider and more helpful 
field to which society is calling us? 


Summary—Morals: I have tried to 
show that the accountant is bound in 
morals: 

To equip himself for the practice of 
his profession by securing the best 
education—preliminary and technical 
—available. 

To accept full responsibility without 
reservation for his professional acts. 

Never to do anything that might 
be contrary to the public welfare. 

Never to do anything for a client 
that might mislead or result in injury 
to a third party. 

Never to do anything that might 
prove harmful to the profession of 
accountancy. 

To subordinate his personal interests 
to those of his client. 

To strive in every way to increase 
the usefulness of his profession to 
society. 
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To perpetuate his profession by 
educating his successors. 


In our individual professional acts 
we have a duty to our client, the public 
and our profession, and as a profession 
we have a duty to contemporary society 
and posterity. We will be trusted and 
grow in influence and power as indi- 
viduals and as a profession in direct 
ratio to the degree of responsibility we 
are willing to accept and the manner in 
which we meet the obligation. 


LEGAL RESPONSIBILITY 


Duties and Liabilities: Robert H. Mont- 
gomery in the first edition of his 
Auditing Theory and Practice, page 588, 
summarizes the legal duties and liabili- 
ties of auditors as follows: 


**(1) Anyone who holds himself out as skilled 
in a profession is charged with a higher degree of 
responsibility than one who is inexperienced and 
who does not seek professional work. Acting 
in a professional capacity, an auditor must do 
more than ascertain the mere arithmetical 
accuracy of the accounts. If the accounts do 
not represent the true financial position of the 
undertaking under examination, and if that fact 
is apparent or can reasonably be deduced from 
the face of the accounts themselves, then the 
auditor is under a legal obligation to discover 
and disclose the true state of affairs. 

2) The auditor, however, is not an insurer 
“ine he assumes such a position. If he uses 
reasonable care—the care of an ordinarily 
skillful auditor, under the circumstances of the 
case—no legal responsibility is incurred by him. 

*(3) Reasonable care has been stated by the 
courts to depend upon the circumstances of each 
case. Where there is no reasonable ground for 
suspicion of fraud, it is not necessary to take as 
many precautions as are requisite where the 
auditor is led to believe that irregularities exist. 

“*(4) Ordinarily what is known as a test audit 
is sufficient, but in every case there must be a 
careful survey of the assets, the liabilities, the 
income, and the expenses, in order that the 
auditor may satisfy himself that the assets and 
the income are accounted for, and that the 
liabilities and expenses are properly supported. 
The auditor need not verify every item, but 
he must not omit any part of an audit which the 
custom of the profession decrees should be 
covered. 

““(5) The experience of other practitioners 
and access to recognized authorities on the 





subject being available, a defense of ignorance 
as to what is required in an audit will not save 
an auditor from responsibility for failure to 
follow settled rules of practice. 

““(6) The general rule of the common law, 
that all men are considered honest until proved 
dishonest, may be observed by an auditor with 
respect to the staff of the client; but he is charged 
with an exceptional degree of diligence in recog- 
nizing indications of dishonesty on the part of 
these who occupy responsible positions. 

(7) An auditor’s relation to his client is in 
the highest degree confidential, and he has no 
legal right to communicate with third parties 
(debtors or creditors) unless he secures permis- 
sion to do so. If his position as auditor becomes 
incompatible with honesty, he may withdraw 
at any time, but he is not at liberty to disclose 
to outsiders the cause of his withdrawal. 

(8) In communicating with his client, how- 
ever, the auditor is bound to disclose informa- 
tion, of whatever nature it may be, which is of 
value to the client, and any suppression of 
material facts is at his own risk. 

(9) In the event of loss through an auditor’s 
negligence, the client may recover damages 
against him. The measure of damages is the 
amount which the client or other interested 
party has lost as a legal consequence of the 
auditor’s failure to properly perform his duty.’ 


Skill: In Smith vs. London Assur- 
ance Corporation 96 N. Y. Supplement 
820, the appellate division of the 
Supreme Court of New York held the 
accountants liable for the sums em- 
bezzled. In this case it was shown that 
public accountants were employed on the 
express agreement that they should 
frequently check the plaintiff’s cash 
account in one branch of its business 
and verify the items therein; that they 
negligently and wilfully failed to do so, 
and that on account of such failure its 
cashier was enabled to embezzle large 
amounts of money. In the decision 
the court quotes from Cooley on Torts 
(2nd Ed. p. 277) as follows: 

**Every man who offers his services to another 
and is employed, assumes the duty to exercise 
in the employment such skill as he possesses with 
reasonable care and diligence. In all those 


employments where peculiar skill is requisite, 
if one offers his service, he is understood as 
holding himself out to the public as possessing 
the degree of skill commonly possessed by 
others in the same employment, 


and, if his 






































pretensions are unfounded, he commits a species 
of fraud upon every man who employs him in 
reliance on his public profession. But no man, 
whether skilled or unskilled, undertakes that 
the task he assumes shall be performed success- 
fully and without fault or error. He undertakes 
for good faith and integrity, but not for infal- 
libility, and he is liable to his employer for 
negligence, bad faith, or dishonesty, not for 
losses consequent upon mere errors of judg- 
ment.” 


Reasonable Care: In re Republic of 
Bolivia Exploration Syndicate, Ltd. 
1 Chancery Division, 139 (Eng.) 1913, 
it was held that company auditors are 
bound to know or make themselves 
acquainted with their duties and if the 
audited balance sheets do not show the 
true financial condition of the company 
and damage is thereby occasioned, the 
onus is on the auditors to show that 
this damage is not the result of any 
breach of duty on their part. Auditors 
are prima facia responsible for ultra vires 
payments made on the faith of their 
balance sheet, but whether and to what 
extent they are responsible for not dis- 
covering and calling attention to the 
illegality of payments made prior to the 
audit must depend on the special cir- 
cumstances of each case. 

This decision shows the need for a 
complete understanding with a client 
before work is undertaken. The ac- 
countant should know exactly what the 
client wants and be sure, if he is not 
given a free hand, that the limitations 
on his services are made clear to the 
client and all other parties concerned, 
and that they appear on any statements 
or certificates he may prepare. 

An auditor is held to reasonable care 
but is entitled to draw a conclusion 
from test checks. In re London and 
General Bank case, 2 Ch. Div. 673 
(1895) the court said: 

“What is reasonable care in any particular 
case must depend upon the circumstances of 


that case. Where there is nothing to excite 
suspicion, very little inquiry will be reasonable 
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and sufiicient; and in practice, I believe, business 
men select a few cases haphazard, see that they 
are right, and assume that others like them are 
correct also. Where suspicion is aroused more 
care is obviously necessary, but still an auditor 
is not bound to exercise more than reasonable 
care and skill even in a case of suspicion, and he 
is perfectly justified in acting on the opinion 
of an expert where special knowledge is re- 
quired.” 

In the valuation of inventories and 
other matters requiring specialized knowl- 
edge, it would seem that the accountant 
is entitled to rely on the judgment, of 
the trusted and skilled employees of his 
client or, of experts of recognized stand- 
ing. 

Auditors not Insurers: The auditor 
does not insure or guarantee the correct- 
ness of his statements. He is only held 
to reasonable care. 

In a recent decision of the Supreme 
Court, Appellate Division, N. Y., Justice 
Martin quoted from Lord Justice Lopes 
(page 290) as follows: 


“The duties of auditors must not be rendered 
too onerous. Their work is responsible and 
laborious, and the remuneration moderate. I 
should be sorry to see the liability of auditors 
extended any further than in In re London and 
General Bank. (1) Indeed, I only assented to 
that decision on account of the inconsistency of 
the statement made to the directors with the 
balance sheet certified by the auditors and 
presented to the shareholders. This satisfied 
my mind that the auditors deliberately con- 
cealed that from the shareholders which they 
had communicated to the directors. It would 
be difficult to say this was not a breach of duty. 
Auditors must not be made liable for not track- 
ing out ingenious and carefully laid schemes of 
fraud when there is nothing to arouse their 
suspicion, and when those frauds are perpetrated 
by tried servants of the company and are 
undetected for years by the directors. So to 
hold would make the position of an auditor 
intolerable.” 


In preparing certified balance sheets 
and income statements for submission to 
third parties care should be taken to 
clearly show in the accompanying certi- 
ficate all essential qualifications. It is 
not enough to say—subject to our de- 
tailed report made on such and such a 
date to so and so. 
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In re London and General Bank, 2 
Ch. Div. 673 (1895) the court said: 


“An auditor, however, is not bound to do 
more than exercise reasonable care and skill in 
making inquiries and investigations. He is not 
an insurer; he does not guarantee that the books 
do correctly show the true position of the com- 
yany’s affairs; he does not guarantee that his 
valance sheet is accurate according to the 
books of the company. If he did, he would be 
responsible for an error on his part, even if he 
were himself deceived, without any want of 
reasonable care on his part, say, by the fraudulent 
concealment of the book from him. His obliga- 
tion is not so onerous as this. 

‘Such I take to be the duty of the auditor: 
He must be honest—that is, he must not certify 
what he does not believe to be true, and he must 
take reasonable care and skill before he believes 
that what he certifies is true.” 


Inasmuch as an auditor’s relations 
with his clients is a contractual one, it is 
important that the accountant refrain 
from taking any action, from making 
statements in his report, as might be 
construed to place him in the position 
of insurer or guarantor. 


Right to Assume Honesty of Clients’ 
Employees: In the absence of suspicious 
circumstances the accountant has the 
right to assume that the employees of 
his client are honest and to rely on them 
to the same extent his client does. This 
has saved some accountants from the 
consequences of their negligence, inas- 
much as they have been able to plead 
that they relied on the trusted employees 
of the client, as they had the right to do, 
and were deceived to an equal degree 
with the client. In a recent New York 
decision the court said: 

“The auditors relied on Blank. They were 
deceived by him. So were the plaintiffs. The 
auditors could have performed their work 
independently of what they were told by 
Blank. But Blank was the employee who dealt 
with them and who gave them the books and 
papers upon which they were to work. They 
did not suspect any wrong-doing; and believed 
they were justified in taking the information 
given them by the firm’s representative, who 
exercised, without interference, power to deal 
with them in reference to their work. The 


auditors relied on Blank’s honesty, but no more 
than did plaintiffs.” 

Liability to Third Parties: Where a 
third party, relying on an accountant’s 
report, enters into a contractual relation 
with the accountant’s client, the general 
rule is that the accountant has no 
responsibility to the third party. In an 
American decision it was held that inas- 
much as there was no contractual rela- 
tion between the third party and the 
accountants, there was no breach of 
duty; that the third party was a stranger 
to the accountants; and, as no duty 
rested upon them to him, they could not 
be guilty of any negligence of which he 
could complain. 

While this is the general rule it is my 
opinion that an accountant might be- 
come liable to a third party under certain 
circumstances. In a case in which this 
question arose, an abstractor of titles 
who furnished an abstract to the owners 
of property was held liable to the pur- 
chaser, who relied upon it, on the theory 
that there was privity of contract be- 
tween them. In another case the rule 
was laid down that an abstractor is liable 
for negligence to an undisclosed principal 
where he had knowledge that his report 
is intended for a third party or for a 
specific use. (Dickle vs. Nashville Ab- 
stract Co. (1890) 89 Term. 431, 24 Am. 
St. Rep. 616, 14 S. W. 896), (Young vs. 
Lohr (1902) 118 Iowa, 624, 92 N. W. 
684.) 

The liability to a third party depends 
upon privity of contract. If an ac- 
countant has knowledge that his report 
is intended for a third party, even though 
that party be unknown to him, it would 
appear that he is liable. There is a long 
line of decisions supporting this view: 


Talpey vs. Wright (1895) 61 Ark. 275, 54 
Am. St. Rep. 206, 32 S. W. 1072. 

Schade vs. Gehner (1896) 133 No. 252, 34 
S. W. 576. 
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Zweigardt vs. Birdseye (1894) 57 Mo. App. 
462. 

Glawatz vs. People’s Guaranty Search Co. 
(1900) 49 App. Div. 465, 63 N. Y. Supp. 091. 

Lockwood vs. Title Ins. Co. (1911) 73 Misc. 
296, 130 N. Y. Supp. 824. 

Equitable Bldg. & Life Asso. vs. Bank of 
Commerce & T. Co. (1907) 118 Tenn. 678, 
i2L. R. A. (N. S.) 449, 102, S. W. 901, 12 Ann. 
Cas. 407. 

In Anderson vs. Spriestersbach (1912) 
69, Wash. 393, 42 L. R. A. (N. S.) 176, 
125, Pac. 166, it was held that one 
preparing an abstract of title to real 
estate at the instance of the owner of 
property, which, at his instance, is 
delivered to a stranger whom the 
abstracter knows will rely on it in dealing 
with the property, is liable to him for 
losses resulting from a material error or 
an omission in the abstract. 


Scope of Verification: There is author- 
ity indicating that an auditor is not 
required to go outside of the books and 
records in the performance of his work 
and is not required to communicate with 
debtors, creditors or other outside par- 
ties. In Insh Woolen Company, Lim. 
vs. Tyson et al, decided by the Irish 
Court of Appeals, January 20, 1900 
(Acct. L. R., 1900, p. 13) the court said: 

“He (the auditor) is entitled to see the com- 
pany’s books and the materials for their books, 
and also to ask for explanations. But he is not 
called on to seek for knowledge outside the 
company, or to communicate with customers or 
creditors.” 

The English courts have drawn a 
distinction between the accountant and 
the auditor, due to peculiar local condi- 
tions, regarding the former as the person 
who writes up and keeps the books and 
the latter as the person who verifies their 
accuracy. No such distinction exists 
in the United States nor have had our 
courts, as far as I can find, the occasion 
to make this distinction. In Short & 
Compton vs. _ Brackett; Colchester 
County Court, May 6, 1904 (Acct. L. R., 
1904, p. 85): the court said: 
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“An accountant making an investigation of 
accounts for an incoming partner is entitled to 
assume that the books are correct, the account- 
ant not having been instructed to audit, but 
merely to make up the account from the books.” 


It should be regarded as probable that 
the American courts will, in giving 
weight to the English precedents, con- 
sider essential differences in methods of 
practice and hold American practitioners 
to recognize American standards. 

In a case where dividends were paid 
out of capital and the auditors passed 
the accounts, the auditors were held 
liable (Leeds Estate Building and Invest- 
ment Society, Lim. vs. Shepherd, L. R. 
36 Ch. Div. 787 [Aug. 9, 1887] ): 

“Held that it was the duty of the auditor in 
verifying the accounts of the company not to 
confine himself to verifying the arithmetical 
accuracy of the balance sheet, but to inquire 
into its special accuracy and to ascertain if it 
contained the particulars specified in the articles 
of association and was properly drawn up to 
contain a true and accurate representation of 
the company’s affairs. 

ey ee ee ee The payment 
of the dividends, directors’ fees, and bonuses to 
the manager actually paid in those years appears 
to be the natural and immediate consequence 
of such breach of duty; and I hold L. liable for 
damages to the amount of the money so paid.” 

Contributory Negligence: In order to 
successfully hold the accountant for 
losses the client, in the absence of fraud, 
must not have been negligent or blame- 
worthy himself. If the client does not 
employ proper accounting methods or 
safeguard his property by adequate 
internal check, all the accountant can 
do is show the conditions as they are and 
call attention to the imperfect nature or 
the inadequacy of the records and 
system. As the court very aptly said 
in re Kingston Cotton Mills Co., 2 
Ch. Div. 279 (Court of Appeals May 19, 
1896): 


‘He (the auditor) is a watchdog, but 
not a_ bloodhound.” 
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In an Appellate Division, 
Court, New York, 


“Although a proper audit would have dis- 
closed facts leading to the discovery of Blank’s 
wrong-doing, there are a number of other 
elements entering into this case which show that 
the plaintiffs are not without blame and could 
have avoided the 

“His various and divers duties and powers 
put him in a position to keep records and 
papers . so as to deceive the ac- 

countants who relied on him. If it be assumed 
that they should not have done so, it is neverthe- 
less true that the plaintiffs also relied upon him 
to an extent beyond all reason in view of all the 
circumstances . 

“Tt also appears that the accountants notified 
the plaintiffs in writing that a certain ledger 
should not be taken out of the control of one 

, The accountants wrote the plain- 
tiffs ‘as this ledger is now operated, it is practic- 
ally a check on the sales department and we see 
no advantage in establishing a separate ledger.’ 
Notwithstanding this advice, plaintiffs put 
that ledger under Blank’s direction, leaving him 
with control of every book in the office necessary 
to work his schemes and, at the same time, 
conceal his misdeeds.” 


Supreme 
case the court said: 


loss. 


FINANCIAL RESPONSIBILITY 


It is my conclusion that: 


The accountant is liable for losses 
arising through his negligence or which 
could have been prevented if he had 
performed his work with reasonable skill 
and diligence. In the absence of con- 
tributory negligence the client could 
recover the full measure of his loss. 


2. Where there is proven negligence 
on the part of the accountant and con- 
tributory negligence-on the part of the 
client, the client may recover not more 
than the amount of the fee paid to the 
accountant. 


An accountant is liable for his 
torts and where fraud is proven is also 
at civil law liable for losses caused by 
his wrongful acts or his criminal failure 
to act. 

4. While the general rule is that the 
relation of accountant and client is 
based on contract and the former 
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cannot be held liable to third parties, 
still he may render himself so liable by 
privity of contract such as: knowledge 
that his report is to be used to influence 
a third party; conference with a third 
party; delivery of a copy of his report to 
a party other than his client; reading 
proofs of a prospectus in which his 
statements are quoted, etc. 

An accountant is not held to 
liability as an insurer or guarantor but 
he should be careful in making arrange- 
ments with the client and in making his 
report to refrain from any action expres- 
sion that might be construed as making 
him an insurer or guarantor. 

In any service we undertake to 
perform we are held to a reasonable 
degree of skill and care and we will be 
held liable for losses caused because of a 
lesser skill than we represented ourselves 
as possessing or through our failure to 
exercise reasonable care. 

In justice to the public, and our pro- 
fession, and in our clients’ and our own 
interest, all of us in public practice should 
carry insurance covering our financial 
responsibility. If any of us in our 
practice should be so unfortunate as to 
cause loss to anybody I am quite sure it 
would be a great satisfaction to be 
able to right matters financially. More- 
over, if it were generally known that 
accountants had taken measures to 
financially guarantee their work, it is 
reasonable to assume that the demand 
for their services would increase. 


Withholding at the Source 
In England burglars and porch climb- 


ers must pay an income tax. It is prob- 


ably collected by requiring householders 
to put a certain percentage of their prop- 
erty which is subject to theft into the 
savings bank before the criminals arrive. 
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For a Happy Vacation 


With the distribution of the May issue, 
the JoURNAL suspends publication until 
fall. 

Shortly, the various members of our 
organization will avail themselves of the 
annual vacation period. We trust that 
your sojourn, whether at the seashore, 
the mountains or at home, will prove ex- 
hilarating and that you will return with 
renewed vigor and vim to your respec- 
tive tasks. 

One thing we would like you to take 
with you on your vacation. Give a 
thought to the JouRNAL. Why not spend 
a little time completing that article you 
intended to submit to the editor for pub- 
lication? Whether it be a treatise on a 
technical subject or something in a 
lighter vein, if handed in we shall be glad 
to give it consideration. 

And then there are the vacation notes. 
Last year we had many of them and 
they were read with interest by everyone. 
If you take an interesting trip, or enjoy 
an especially good time this year, why 
not write it up and let the remainder of 
the staff be happy with you? 

In any event the JouRNAL wishes the 
entire organization a happy vacation 
and Auf Wiedersehen* next September. 


BES 
Edward L. Suffern 


It is with deep regret that we record 
the death, on April 13 last, of our fellow 
accountant, Mr. Edward L. Suffern, a 
member of the firm of Loomis, Suffern 
& Fernald of New York City. Mr. Suffern 
was among the first to receive his certifi- 
cate when the C. P. A. law was passed 
in New York State. 

From the time he entered the pro- 
fession of accountancy he strove, to the 
utmost of his ability, to improve it. In 


*Berlin Office, please note! 
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recognitition of his helpful suggestions 
and his numerous contributions toward 
the upbuilding of the profession, he was 
honored by his brother practitioners on 
many occasions. Mr. Suffern was a 
charter member of the New York State 
Society of Public Accountants; its presi- 
dent from 1913 to 1915; president of the 
American Association of Public Account- 
ants from 1910 to 1912, and a member 
of the Council of the American Institute 
of Accountants. 

He was greatly interested in education 
pertaining to accounting and was one of 
the men who conceived, and assisted in 
founding, the New York University 
School of Commerce, Accounts, and 
Finance. 

His recent death in his eightieth year 
ends a life filled with tireless effort for 
the advancement of accounting. Public 
accounting has lost one who enjoyed the 
affection of his fellow accountants and 
whose contribution to its advancement 
was an inspiration to many students and 
younger practitioners. 


The Courts and Colonel 
Montgomery’s Works 


On a number of occasions the courts 
have quoted from or referred to Colonel 
Montgomery’s works on Income Tax 
Procedure or on Auditing. The latest 
instance which has come to our attention 
is in the opinion of Judge Rogers, of the 
United States Circuit Court of Appeals 
for the Second Circuit, in the case of 
Eaton, Collector, vs. The English & Mer- 
sick Company, which was decided on 
April 13, 1925. In view of the fact that 
the reference is to the 1925 edition of 
Colone! Montgomery’s Income Tax Pro- 
cedure, it is evident that our courts en- 
deavor to keep up to date with the devel- 
opments in income taxation. 





Decennial of the Boston Office 


(Continued from page 3) 


our constant effort to approach as 
nearly as we can to the ideal. The 
consequences of failure to carry out 
similar principles in a larger sphere are 
cogently stated by James M. Beck in 
his book recently published on “The 
Constitution of the United States.” 
Some of the best expositions of sound 
principles of organization, in which 
accountants and business executives 
are so profoundly interested, are to be 
found in books of the great publicists. 
James M. Beck’s book has to do with 
the construction and evolution of the 
American constitution, which was and 
is a problem of supreme organization. 
His final chapter is replete with apho- 
risms which, though addressed to the 
industrial and social tendencies of the 
American Commonwealth, express suc- 
cinctly some of the principles which we 
recognize as vital within our own organ- 
ization; such as these: 

= the evil of the age is that its values 
are false: quantity, and not quality, is the ideal 
of the time; standardization is overvalued and 
originality undervalued.” 

“Take from man the opportunity of work 
and the sense of pride in achievement and you 
have taken from him the very life of his 
existence.” 

‘‘We are now beginning to see—slowly, but 
surely—that a faculty of organization which, as 
such, submerged the spirit of individualism, is 
not an unmixed good.” 


Keep Pegging Away 
Men seldom mount at a single bound 
To the ladder’s very top; 
They have to climb it round by round, 
With many a start and stop. 


And the winner is certain to be the man 
Who labors day by day, 

For the world has learned the surest plan 
Is just to keep pegging away. 
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Financing of Foreign Exchange 


By ALBERT E. HUNTER 
(Boston Office ) 


and 
Homer A. SARGENT 


(Formerly with the Boston Office) 


The financing of foreign trade may be 
divided into the two broad classes of the 
financing of exports from the United 
States and the financing of imports into 
the United States. As the operations for 
import transactions are essentially the 
same as those for export transactions 
with simply a reversal of the incidental 
steps, we will confine ourselves mainly 
to those entered into by the domestic 
seller with the foreign buyer. 

The transactions entered into by the 
foreign buyer and the domestic seller 
may be handled through (1) Open 
accounts, (2) Acceptance credits, and 
(3) Commercial credits. The financial 
arrangements may be made by the buyer 
or through the seller. 


OPEN ACCOUNT 

Credit Relations 

Open accounts are maintained with 
foreign customers as with domestic. 
Stress of competition rather than choice 
sometimes obliges an exporter to grant 
this form of credit. These sales would 
appear on the exporter’s books as ac- 
counts receivable. The documents cov- 
ering the goods are forwarded directly 
to the foreign customer without the 
formality of a draft acceptance at the 
time the documents are delivered and 
payment is made independently, accord- 
ing to the arrangement between the 
parties. Foreign buyers accustomed to 
long credits insist on having the goods 
sent to them on open account and as the 
terms are often as long as 90 days, it 
means that several months elapse before 


payment is received here. As it is not 
the intent of the Federal Reserve Act, a 
law which has done much to promote our 
foreign trade, to assist domestic concerns 
in financing open accounts with foreign 
customers, these exporters are at a dis- 
advantage in obtaining drafts drawn on 
the banks with duplicates of the docu- 
ments for evidence as compared with 
those submitting original documents. 

The exporter may receive payment by 
direct remittance from the customer 
through any of the forms by which ex- 
change is transmitted or, where it is the 
custom or the buyer is slow in making 
payment, he may draw a sight or time 
draft upon him which he can take to his 
own bank for collection or remittance. 
In this and other cases where credit is 
extended to the customer and drafts are 
drawn upon him, it is usual for the ex- 
porter to finance his business on the 
strength of this foreign exchange by dis- 
counting the drafts at the bank. Or he 
may borrow against individual drafts as 
collateral up to a fixed percentage of the 
face value or secure loans on an aggregate 
of drafts. deposited with the bank for 
collection. In the last case, the bank is 
not compelled to apply the collection of a 
certain draft against the specific loan 
made thereon. 


Trade Acceptances 

The trade acceptance is one form of a 
bill of exchange and is the common 
method of obtaining payment for goods 
shipped. It is a draft drawn by the seller 
of goods on the purchaser and accepted 
by him. It must bear a statement on its 




















face, or in an accompanying certificate, 
to the effect that it represents a purchase 
of goods by the acceptor from the 


drawer of the draft. The acceptance of 
a draft is the written acquiescence on the 
part of the drawee to meet payment at 
the maturity date specified thereon and 
takes the form of writing across the face 
of the draft the word “accepted,” with 
the date of acceptance and the signature 
of the acceptor. A draft when “ac- 
cepted”’ becomes the obligation of the 
acceptor to pay it according to its tenor. 
It is two name paper, for it is secondarily 
the obligation of the drawer. It acquires 
strength with transfer by the 
endorsements made on the instrument. 
Trade acceptances are one of the most 
important instruments of modern com- 
merce since they can pass from hand to 
hand all over the world and are not 
limited like the credit money of a par- 
ticular country. A qualified or con- 
ditional acceptance releases the maker 
and prior endorsers and the instrument 
in effect becomes the promissory note of 
the acceptor and would not be considered 
as a time bill of exchange or trade 
acceptance drawn in good faith against 
actual existing values. 

Drafts are many times drawn on a 
customer against a balance due on open 
account of long standing and it is a 
question of fact as to whether these 
drafts can be considered trade accept- 
ances or commercial drafts. Generally, 
they are the latter. A trade acceptance 
is an acknowledgement of an obligation; 
a commercial draft is an order to pay. 
The Federal Reserve Board rules that 
such a bill to be considered a trade 
acceptance must have been drawn con- 
temporaneously with, or within such a 
reasonable time after the shipment of 
the goods as to justify the assumption 
that the goods are in existence in the 
hands of the drawee in their original 


each 
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form or in the form of the proceeds of 
the sale. In the case of merchandise 
warehoused for the purchaser, the con- 
trol of the merchandise must pass from 
the hands of the exporter to enable him 
to draw a valid trade acceptance. 


ACCEPTANCE CREDITS 

Method of Operation 

Where the credit relations between 
buyer and seller are not intimate enough 
to warrant the use of the open account, 
the exporter will grant acceptance or 
commercial credits. Under such ar- 
rangements the exporter ships the goods 
subject to a draft for the amount of the 
invoice. The customer enters into an 
acceptance agreement with his bank or 
obtains a letter of credit, and thus 
enables the exporter to draw on the 
agent bank and secure immediate pay- 
ment for his sales. The acceptance 
agreement or letter of credit is the banks’ 
authority to “‘accept” such drafts. In 
order to discount drafts drawn upon 
foreign customers, the domestic seller 


needs to establish relations with the 
foreign buyer’s agent bank. Otherwise, 


the funds represented by outstanding 
drafts would be tied up until collection 
could be made in the foreign country and 
remittance to the United States effected. 
The discounting bank to protect itself 
usually discounts the drafts drawn on 
the foreign drawee with recourse to the 
maker. By this is meant that in the 
event that the draft is not met at ma- 
turity by the acceptor or holder, the 
bank has the right to charge the drawer 
with the amount originally advanced, 
plus interest for the intervening time and 
any other charges which the item may 
have incurred. These credits may be 
either clean or documentary. They are 
quoted in sterling or dollars or less fre- 
quently in the currencies of 
countries. 


other 
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Classification of Acceptance and Commercial 
Credits 


Commercial bills, including bills of 
exchange drawn against these acceptance 
and commercial credits, can be classified 
in a general way into the following main 
divisions: (1) The documentary accept- 
ance bill which is a bill accompanied by 
shipping documents when the bills are 
presented for acceptance; (2) The docu- 
mentary payment bill which is a bill 
accompanied by shipping documents 
which are not released until the bills are 
paid; (3) Clean bills which are not 
accompanied by shipping documents. 
Commercial bills are those drawn by 
exporters of merchandise, either on the 
foreign buyers or their banks. 
Documentary Acceptance Bill 

Bills of exchange drawn to cover ship- 
ments of cotton, or so-called cotton bills, 
are an example of the documentary 
acceptance bill. The holder of this type 
of draft releases the bills of lading and 
other shipping documents to the drawee 
when the draft is accepted, and there- 
after he and the succeeding holders have 
only the unsecured credit of the acceptor 
and the contingent liability of the drawer 
and subsequent indorsers to protect 
them against default in payment. Gen- 
erally, the foreign buyer is not known 
here as well as the foreign banking houses 
nor is his credit as high, and these bills are 
drawn on the banks or bankers as agents 
of the buyer in order that they may be 
discountable at the lowest prevailing 
rate. 

A transaction illustrating this form of 
foreign exchange might arise in this 
manner: A. B. C. Co. of New York sell 
cotton to Z. Y. X. Co. in Liverpool on 
the usual terms of sale, “c.i.f.,” which 


letters are abbreviations of the words 
“cost, insurance and freight,” and are 
to draw a 60-day sight draft on the 
vendee’s agent bank. 


As soon as the 





is effected and the 
bales are delivered to the transportation 
company, a draft is drawn in duplicate 
and to each is attached a copy of the bill 
of lading, insurance certificate and in- 


marine insurance 


voice. (By “attached” is not meant 
that it is necessary that the documents 
be physically fastened to the draft. It is 
sufficient if the accepting bank has 
possession of the documents at the time 
of acceptance.) The draft and shipping 
documents are made out “to the order 
of” the exporter who can then proceed 
to dispose of the draft in the open market 
to the bank bidding the highest for it. 
Customarily, this would be taken to his 
own bank. The bank discounting this 
draft sends it and the documents to its 
foreign agent who presents it for accept- 
ance to the vendee’s agent bank upon 
which it was drawn. Upon acceptance, 
the documents are surrendered to the 
acceptor bank, which then collects from 
its customer and delivers documents of 
title. 
Documentary Payment Bill 

Documentary payment bills are like 
the documentary acceptance bills in that 
they carry bill of lading and other ship- 
ping documents. But whereas the 
latter are almost always drawn on banks, 
these are drawn directly on the customer. 
As the unsupported credit of the foreign 
buyer is not usually regarded as an 
entirely .satisfactory guarantee of pay- 
ment, the bills of lading are not turned 
over to them until they have paid their 
drafts. By custom, the foreign im- 
porters are allowed to anticipate pay- 
ment on this class of bills in order to 
secure possession of the goods. This 
transaction is essentially a cash sale. 
Clean Commercial Bill 

Clean commercial bills are not ac- 
companied by any shipping documents. 
They are sent by the exporters directly 
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to the foreign importer. Banks pur- 
chasing this class of bills do so on the 
strength of the general credit of the 
exporters until the drafts are accepted, 
and, consequently, only exporters of the 
highest credit rating can obtain a good 
price for these bills. 
Bankers’ Bills 

Bankers’ bills are classified under the 
headings of name” and 
name” bills. The one name variety or 
“pig on pork” are bills drawn by banks 
or individuals on affiliated concerns 
abroad and, the drawer and 
acceptor are virtually identical concerns, 
such bills represent but a single financial 
responsibility. The name 
includes bills, the drawers and acceptors 
of which are strictly separate establish- 
ments, and as they represent a twofold 
security, they command a better price. 


“one “two 


since 


two class 


Classification of Drafts 

Where acceptance credits are used, the 
exporter may draw sight or demand 
drafts, or time drafts. A sight or demand 
draft is one payable at sight or upon 
presentation to the drawee. Its presen- 
tation is generally made by the foreign 
bank or branch through which the 
collection is to be made. ‘‘Sight”’ 
differs in many countries according to 
custom. A time draft is one payable 
after presentation, at a fixed future time, 
the usuance differing in various lines of 
business, but rarely running beyond 150 
days sight. 


Operations of Transactions under Dollar 
Credits 
The illustrative cases given above 


assume that the customer has placed 
funds to the exporter’s credit at a foreign 
bank, generally in London. Now that 
the use of the dollar credit has become 
more widespread, the exporter may 
arrange to secure this credit in the United 
States, generally in New York. This 
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saves commissions occasioned by routing 
bills of exchange through London and 
allows the exporter to obtain immediate 
reimbursement against his consignment. 
Two examples of financing of exports by 
means of the dollar exchange are illus- 
trated. In the first case, the shipment is 
financed through arrangements made by 
the foreign buyer; in the second, by the 
domestic seller. 
Shipment Financed by Foreign Buyer 

The foreign buyer, having ordered a 
shipment of goods, requests his banker to 
arrange for the acceptance of a 90-day 
sight draft to be drawn by the vendor. 
The local bank advises its foreign corre- 
spondent in the United States to accept 
such a draft provided it is accompanied 
by a full set of shipping documents, and 
on receipt of these instructions the bank 
here notifies the exporter to present the 
draft and documents. Upon making 
shipment of the goods, the exporter 
secures the bills of lading and attaches 
them with invoices, consular invoices 
and insurance certificates to the draft 
and has it accepted at the customer’s 
bank so that he may obtain payment for 
his goods. Assuming that the exporter 
discounts this accepted draft, the docu- 
ments are then sent by the discounting 
bank to the bank abroad with the notifi- 
cation that a draft for the amount of the 
invoice has been accepted for their 
account against the documents. Upon 
arrival at the foreign bank, the docu- 
ments will be handled with the importer 
according to their usual custom. Before 
maturity of the draft, the foreign bank 
will deposit with its correspondent here 
funds to enable the latter bank to meet 
its acceptance when it falls due. 
Shipment Financed by Domestic Seller 

The domestic seller instead of pre- 
senting a draft on the customer’s agent 
bank along with documents, arranges 






































with his own bank to accept a draft on 
it, the bank, for a certain amount of the 


value of the shipment. The bank sends 
the documents to its agent abroad with 
instructions to deliver the merchandise 
to the buyer upon payment of the in- 
voice in the foreign currency, or upon an 
undertaking to pay the invoice within a 
certain few days. The amount collected 
is placed to the credit of the acceptor 
bank and cabled to it at current rates 
and the proceeds applied to the payment 
of the acceptance. If the bank received 
these funds before its acceptance ma- 


tures, it would rebate the _ interest 
allowed until maturity. 
COMMERCIAL CREDITS (LETTERS 


OF CREDIT) 

Where an American exporter has not 
such standing as will enable him to sell 
readily the drafts which are drawn on 
the customer or the agent, the customer 
furnishes him with documentary evi- 
dence to submit to the bank as proof of 
his willingness to accept the bill. This 
is a notification that the buyer has 
arranged for a letter of credit. A letter 
of credit is an instrument in writing 
issued by a bank, authorizing the holder 
to draw upon the issuing bank or upon 
some affiliated institution, at sight or 
otherwise, and within a definite period of 
time, not exceeding in the aggregate a 
certain sum. It is stipulated in the body 
of the instrument that the amount of 
all drafts or bills of exchange negotiated 
under it shall be endorsed upon it, so 
that it shall always show how much of 
the credit remains unexhausted. The 
names of the banks or persons in various 
parts of the world, correspondents of 
the issuing bank, who will cash or dis- 
count the drafts so drawn, are printed on 
it or furnished with the letter of indica- 
tion. The bank in this country will 
receive the request to open this credit 
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by cable where time does not permit 
written instructions to be mailed. 

These commercial credits are either 
unconfirmed or confirmed and, as with 
acceptance credits, may be either docu- 
mentary or clean. An Unconfirmed or 
Revocable Credit is one opened by a 
merchant through a bank in one country 
to be used by transfer through a bank in 
another country. The beneficiary is the 
exporter. An Unconfirmed Credit is 
subject to revocation at any time by 
any of the interested parties and on this 
account is not as acceptable to the 
beneficiary as is the Confirmed or Irre- 
vocable Credit. This is particularly the 
case where the goods are to be manu- 
factured on order and in the event of 
cancellation have a limited market for 
resale. 

A Confirmed or Irrevocable Credit 
cannot be canceled during its life except 
with the consent of the four parties 
thereto—the applicant for the credit, 
his banker, the issuing bank and the 
beneficiary. The conditions on the 
credit indicate whether it is clean or 
documentary. One of the points of 
difference between the ordinary con- 
firmed documentary credit and the 
acceptance credit is that under the 
former it is not always necessary for the 
exporter to draw drafts. The conditions 
of the credit usually instruct the bank 
to pay cash against receipt of documents, 
the bank simply taking a receipt from 
the exporter for the payments under it. 
This may consist of the simple endorse- 
ment of the shipper on the bank’s check 
for the amount involved. 

Under the ‘‘acceptance credit’ the 
instructions from the foreign bank to its 
correspondent here, the issuing bank, 
would be to “accept” the draft of the 
American shipper under certain specified 
conditions. Such acceptance by the 
bank would protect the exporter, the 








drawer of the draft, in the event of the 
buyer becoming insolvent before ma- 
turity date. The issuing bank under 
such a contingency would have recourse 
to the bank which originally opened the 
credit and upon the instructions of which 
the acceptance was made. 


Import Letter of Credit 

We have discussed the letter of credit 
from the point of view of the exporter. 
The Import Letter of Credit, however, is 
more extensively used and of far greater 
importance in American foreign trade, 
and we will follow in detail a transaction 
under this form of credit. 

A new corporation without proven 
credit among the trade nor possessing 
adequate financial resources wishes to 
import large shipments of cod oil from 
Newfoundland. An Import Letter of 
Credit is therefore arranged with the 
local bank. The corporation fills in an 
application stating the nature of the 
transaction, the terms of the shipment 
and other relevant information, and these 
particulars are made a part of the letter 
of credit issued by the local bank. This 
is issued in four parts, alike in the 
essential points. The original is ad- 
dressed to the foreign exporter in whose 
favor the credit is issued and is given to 
the importer to send to the vendor. A 
second copy is addressed to the bank’s 
correspondent in St. Johns, Newfound- 
land as authority to honor drafts drawn 
against the credit. The remaining two 
copies are kept by the local bank and the 
corporation for their files. The credit 
sets forth that the vendor may draw on 
the bank at 30 days sight (for example), 
for not over a certain amount, and up to 
a stated date, providing the drafts are 
accompanied by the commercial invoice, 
consular invoice, bills of lading made out 
to the order of the bank and other 
documents. 
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With the opening of this credit the 
corporation can secure prompt shipment 
of the oil, and this is important where 
the market price fluctuates rapidly. The 
goods upon arrival are held by the bank 
in the warehouse until released to the 
importer upon payment of the amount 
drawn against the credit or upon the 
importer furnishing a trust receipt or 
other security. It often happens that 
the corporation is not in funds to pay the 
acceptance in advance of the due date 
nor is it able to furnish satisfactory 
credit or collateral to release the entire 
shipment. It therefore pays a part of 
the amount due and secures possession 
of the equivalent amount of oil. When 
this is sold, it uses the proceeds to lift 
more barrels of oil and in this way finances 
the entire shipment. These withdrawals 
must be completed before the due date 
of the draft unless arranged for sepa- 
rately. The corporation in its letter of 
credit agrees to protect the bank against 
a falling market price of the goods held 
for its account or to allow the bank to 
sell the oil to protect the amount of the 
credit and costs. 

TRUST RECEIPTS 

The importer, as has been mentioned, 
may give a trust receipt in order to 
obtain control of shipments before pay- 
ment is made to the holder of the docu- 
ments of title. Trust receipts are 
accepted as temporary collateral from 
responsible customers who thus obtain 
shipping documents or warehouse re- 
ceipts which have generally been made 
out “To order’ and endorsed in blank, 
for the interests of the shipper. Under 
this trust receipt, title to the merchan- 
dise remains in the name of the holder 
of the trust receipt, the proceeds or part 
thereof of partial sales to be turned over 
by the importer to the holder until the 
transaction is completely liquidated. 






































There is usually more form than sub- 
stance to a trust receipt as once the 
merchandise has been placed in the ware- 
house of the purchaser, it is not an easy 
matter, in fact, it is practically impossi- 
ble in many instances to have the goods 
so marked as to keep them safely segre- 
gated from other merchandise for identi- 
fication in the event of default or other 
impediment which may arise. 

The Trust receipt states that the goods 
or the proceeds thereof, are held in trust, 
that it may be canceled at any time by 
the holder of the receipt and, in the event 
of any detriment, all liabilities thereon 
become due and payable, and that the 
importer will insure the goods fully 
against fire and any other risk for the 
interest of the holder of the receipt. The 
terms of the trust receipt vary depending 
upon whether (1) the merchandise 
against which an advance has been made 
by the bank remains in the control of 
the merchant (2) the merchandise has 
already been sold by the merchant and is 
withdrawn for delivery to the buyer, 
(3) the documents of title are withdrawn 
for the purpose of substituting others at 
a later date, and (4) the merchandise is 
to be warehoused under the control of 
the merchant. 


BAILEE RECEIPTS 


n 

The Bailee Receipt is another form 
of trust receipt and is very specific as to 
the terms and conditions under which 
possession of the merchandise is ob- 
tained. A typical form would state that 
all invoices of the purchaser of the 
goods so released were payable to the 
bailor, the holder of the receipt, and that 
if the goods were not sold and paid for 
in a certain time, the documents would 
be returned by the importer upon de- 
mand or, at the bailor’s option, the value 
thereof paid. 
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FEDERAL RESERVE ACT AND 
DOLLAR CREDITS 

In the treatment of the financing of 
foreign trade, references have been made 
to the Federal Reserve Act and the use 
of so-called Dollar Credits. The ad- 
vantage of the dollar credit and the part 
which the Federal Reserve Act has had 
in its development can be appreciated 
when one considers the history of the 
world money markets. 


History of Financial Centers 


England early became the chief com- 


mercial carrier of European foreign 
trade. Foreign merchants found it 


advantageous to have a single commonly 
accepted standard of currency and 
London became the clearing house for 
international settlements and the central 
place of deposit for bankers and mer- 
chants all over the world. Through her 
insular position she became of necessity 
preeminently a trading nation and the 
willingness of her investors to finance 
foreign enterprises added to her immense 
volume of foreign exchange. Vast 
colonial possessions, an extensive mer- 
cantile marine and the control of the 
greater part of the cables have enabled 
England until recent years to remain 
dominant in the field of international 
finance. “Sterling Exchange” has been 
the common medium of payment and 
the better part of the commerce of the 
world has been cleared through London. 
As between countries other than Eng- 
land this resulted in an additional cost of 
doing business through the twofold 
commissions paid to London bankers. 
Since the outbreak of the War in 1914, 
the exports of the United States have 
increased enormously through the de- 
mand for goods and credits. The ex- 
ports of Europe on the other hand have 
declined greatly through lower pro- 
ductive capacity, lack of transportation 








ER. Bao SS 


26 


the 


passage of 


and the instability of financial 
structure. Until the the 
Federal Reserve Act in 1913, American 
foreign traders were financed chiefly 
through the medium of letters of credit 
issued on London banks in sterling. The 
National Bank Act did permit 
national banks to discount acceptances 
as did those abroad, although many of 
the States had legislation granting such 
authority to banks operating under 
their laws. 


not 


Provisions of Federal Reserve Act 

Under the Federal Reserve Act, the 
member banks are given authority to 
rediscount drafts subject to certain 
conditions. In connection with foreign 
trade, these include drafts which: 

(1) Arise out of a transaction involv- 
ing the importation or exportation of 
goods. 

(2) Are secured by readily marketable 
goods in storage, the warehouse certifi- 
cates being held by the bank. 

(3) Are drawn for the purpose of 
furnishing dollar exchange. 

The Federal Reserve Banks may dis- 
count for any of its member banks any 
note, draft, or bill of exchange provided 
that it has a maturity of not more than 
90 days (except those drawn for agri- 
cultural purposes or based on live stock), 
that it arose out of actual commercial 
transactions, and that it is endorsed by 
a member bank. 

Through this ability of member banks 
to rediscount bills of exchange, trade 
acceptances and banker’s acceptances, 
they have been able to compete with the 
banks abroad in financing the foreign 
trade of the country. 

“A draft or bill of exchange, within 
the meaning of the Federal Reserve 
regulations, is defined as an uncon- 


ditional order in writing, addressed by 
person 


one to another, other than a 
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banker, signed by the person giving it, 
requiring the person to whom it is 
addressed to pay in the United States, 
at a fixed or determinable future time, 
a sum certain in dollars to the order of a 
specified person.” ‘‘A trade acceptance 
is defined as a draft or bill of exchange 
drawn by the seller on the purchaser of 
goods sold and accepted by such pur- 
chaser.” ‘A banker’s acceptance is 
defined as a draft or bill of exchange, 
whether payable in the United States or 
abroad and whether payable in dollars 
other money, of which the 
acceptor is a bank or trust company, or 
a firm, person, company, or corporation 
engaged generally in the business of 
granting bankers’ acceptance credits.”’ 

It may be well at this point to indicate 
the difference between acceptances and 
commercial drafts. A commercial draft 
drawn with bill of lading attached 
enables the title to the goods to remain 
in the seller until the draft is paid. 
Another form of commercial draft is the 
sight draft for collection previously 
referred to. The time bill of exchange or 
acceptance, on the other hand, is an ac- 
knowledgment of an obligation and a 
promise to pay it on a certain date. 
Acceptances, particularly abroad where 
two name paper is used to a far greater ex- 
tent than in this country where single 
name paper prevails, have long been 
regarded as a sort of currency and have 
passed from hand to hand the same as 
money. Acceptances have behind them 
the responsibility of the maker, the ac- 
ceptor, and a specific shipment of goods 
which is presumably to be sold during 
the life of the paper and thereby provide 
the means for payment. 


or some 


Anybody can do what he is told to do, 
but to do the right thing at the right 
time without being told puts a fellow in 
a class by himself. 


























BERLIN 

Sunday a week ago, we took a trip to 
Potsdam to have a look at the palaces 
of the kaisers. The one-storied one, 
called ‘‘Sans Souci’ was the first 
attempt of Frederick the Great, and the 
New Palais the second attempt, which 
has been added to from time to time by 
his successors. 

What a difference between these 
palaces and the homes of the Germans of 
today. The other day a Communist 
party meeting was held for the purpose of 
naming candidates for the presidency. 
It was at Halle, and the meeting wound 
up with nine dead and over twenty 
others wounded. The kaisers lived in 
plenty; now the subjects (or about 90 to 
95 per cent. of them) have little except 
the barest necessities. Fortunately the 
German Hausfrau is an adept with the 
needle and the family looks well dressed, 
thanks to her industry and thrift. I’ve 
known of folks who appear respectable 
but who in some cases have actually 
had no shirt to wear. The stores in 
Germany sell dickies, which are shirt 
fronts with collar band attached, and 
you can’t always be sure that the re- 
spectable-looking fellow has on a whole 
shirt! 

Rooms, rooms and rooms are the order 
of the day in the palaces of the ex-kaisers. 
Some decorated in red, others in green 
and many in silk tapestries, all paneled 
with gold and silver relief decorations. 
Paintings and inlaid floors and over- 
stuffed furniture and mosaic or marble 
topped tables, with floor clocks from 
many ages, are everywhere. But alas, 
the student can’t come here and while 
away the hours and study and draw as he 
can in the museums in the States. They 
don’t trust you here; possibly they are 
afraid you might see too much and tell 
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the French or the Pole the design of the 
furniture, for visitors are gathered in 
crews and taken through by guides, and 
no laggards are permitted. One mark 
(23.8c.) is the price for admission at each 
place and there must be a tidy sum col- 
lected each day for crowds come to 
these show places. 

The grounds are magnificent, even 
in winter. Old trees, green with moss, 
paths and roads continually winding, 
terraces and formal hedges with terraced 
gardens and sunken gardens and statues 
and ornamentally cut evergreens, all tell 
of enormous expense and good taste, 
but principally for the use of the kaisers 
and not for those who have paid for 
these places. 

Standing not far from the New Palais 
is the “antique temple”’ as it’s called, 
which is the burial place of the late 
kaiserin. Outside the columns and 
stucco have been painted a red and, 
having become weatherbeaten, the struc- 
ture is not pretty. On certain days the 
wood door behind the iron gate at the 
entrance is open so that one may peer 
within; Sunday is one of the days on 
which this happens and so we had a 
chance to view the inside. The entire 
temple, a circular building about twenty- 
five feet in circumference, is lined with 
pure white marble. Against the wall 
opposite the entrance is a niche where 
the white marble sarcophagus of the 
much-beloved empress lies, partly cov- 
ered by a banner of the old empire. To 
the right, in spotless white marble, is the 
figure of a winged angel on a pedestal, 
guarding the tomb, as it were, and yet 
reminding one of the angel at the tomb 
of the Christ asking, ““Whom seek ye, 
he is not here, he is risen.”” On each 
side of the temple, flanking the tomb, 
are many green spruce trees; these I 
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understand are always replaced when- 
ever they dry out and lose their color. 
In front are hundreds of wreaths, each 
with large streamers in white or color 
bearing in gold the name of the organiza- 
tion sending it. Since there are always 
many wreaths, the ribbons of those which 
dry out are retained and placed on 
benches along the wall, behind which 
are many banners of the empire and of 
military or other organizations. Evi- 
dently the memory of the empress is 
still ever green in the hearts of the 
Germans. It is said that she, more than 
the late kaiser, understood the people. 

The Kaiser was ever mindful of him- 
self; the railroad station at Potsdam was 
good enough for the people, but not for 
Wilhelm; so he had a special railroad 
station built for himself and those of 
his friends whom he chose to entertain. 
It’s only about 150 feet away from the 
people’s station, but the latter looks like 
a garage by comparison with Wilhelm’s. 
I wonder how he likes the separation 
from his pet station and his palaces, 
and to be the one who is “verboten” 
to do this and that, whereas he formerly 
was the lord of the manor. It must be 
real punishment for him to be locked up 
and be robbed of his liberty. 

It’s only right and proper that the 
people have a chance to enjoy the mag- 
nificent grounds from which they were 
formerly excluded. In summer the 
grounds are full of promenaders and it 
must be delightful to wander about 
among these shaded lanes, with orna- 
mental shrubbery and pools and terraces 
with song-birds overhead. What a 
great thing it is that one can’t put a 
tax on air and sunshine, for nearly every- 
thing else is taxed here, and I am sure 
that air and sunshine would be also taxed 
if some way could be found to do it. 

In Berlin the children have no places 
to play except the comparatively few 


“Platz,” or public squares or gardens 
which are generally centres near the 
underground stations and are about 
300 feet square, or in circumference, if 
round. The exception is the Tiergar- 
ten, which is in the center of the City 
and which is very large, but not accessible 
to the city as a whole except by cars; 
but people here, especially the working 
class, must save wherever possible for 
their food and clothes and car fares are, 
therefore, not squandered. American 
cities would all do well to appropriate 
large sections everywhere for public 
breathing spots; it will be too costly 
later to do it. Many have done so, and 
money appropriated from taxes or raised 
by bond issues for that purpose, is money 
well spent. 


“4 Correction—Quick! ”’ 

Compositors and proofreaders can’t 
be expected to enter into the “‘spirit”’ of 
a writer, for they are ‘mechanically 
inclined.”’ The editors of the L. R. B. & 
M. JouRNAL, however, must be tee- 
totalers, else how could anyone explain 
the failure to grasp the climax of the 
description of the tray of bottles so 
lovingly embraced by the dispenser of 
liquids in a German dining car. Elim- 
inate the words “And the table” from 
the twelfth line of the second column of 
the article on page 14 of the March num- 
ber of the JoURNAL, and substitute 
therefor the words: “‘And the labels” and 
see how different that tray appears. 
Where before it read as if the bottles 
contained merely “extra dry,” the de- 
scription now is full of color, and if you 
read it over with the proper words 
inserted, you'll not be able to resist the 
temptation to reach in the drawer of 
your desk for “that hidden something,” 
or else, if you are an “honest to good- 





























ness’’ United States citizen, you'll grasp 
the thermos bottle and quench the auto- 
matically produced thirst. 


It has been reported that some of the 
Solingen cutlery manufacturers have 
been exporting safety razor blades to 
Russia and taking payment therefor in 
furs. Of course, the latter are sold by the 
recipients. The Soviet Government has 
for some years been encouraging the 
payment for imports in furs or other of 
its products. To date, there hasn’t been 
any report of Germany doing large busi- 
ness with Russia on that basis. The 
question might well be raised whether 
the sudden desire to shave on the part 
of the Russians portends momentous 
changes; in any event the use of Solingen 
razor blades will put a new face on the 
Russian. 


BOSTON 


On April 18 we moved to our new 
offices on the twelfth floor of the New 
Chamber of Commerce Building at the 
corner of Federal and Franklin Streets. 

In addition to having extremely 
pleasant and workable offices we also 
enjoy wonderful views of many historic 
places; to the north is the financial dis- 
trict and through the Congress Street 
arroyo we see the Bunker Hill Monu- 
ment; to the east is the Boston harbor 
panorama and the Custom House tower 
(1,500 feet high?), while to the west are 
Dorchester Heights, where Washington 
erected the fortifications which forced 
the British to evacuate Boston, and in 
the distance are the Blue Hills. Come 
and see where the original Tea Party 
was pulled off! 

Fk > 

Mr. Fitzgerald de Detroit spent two 

days with us, theoretically! He got 





SM ICU RN AL 29 





great relief from a polemic which he 
delivered very effectively and affection- 
ately. 

*k * * 

A recent letter from a client contained 
the following commendation: ‘The ser- 
vice rendered by you this year has actual 
money value quite apart from its fea- 
tures as an audit and for both I am grate- 
ful.” 

* * * 

Miss Theodora Perry has joined us as 
Librarian and official greeter of the ever 
welcome client. 

xk * * 

Mr. Wakefield has so far recovered 
from his illness that he has sailed for 
Bermuda. The trip will surely restore 
him to health and he will probably 
return to the office by early summer. 


* * * 


On April 20 Mr. Sweet addressed the 
auditing and accounting classes at the 
Amos Tuck School of Dartmouth College. 
He motored up and back through ten 
inches of snow on the New Hampshire 
roads, thus showing a Brown man’s 
devotion to Dartmouth! 


+ 2% 


In the new office we have our orators . 
and disputants housed in glass boxes 
where they may be seen but not heard 
and now peace broods o’er the office. 


CHICAGO 
Messrs. Power and Huffington returned 
lately from a few weeks in Indianapolis, 
or it may have been French Lick. 
Their wives accompanied them and the 
hope is that the boys had enough money 
to bring them home again. 


*x* * * 


Mr. Henderson, in accordance with his 
annual custom gave a party for the 
ladies of our office the otherevening. They 
had dinner at the College Inn. We have 











30 LEL&BFRIOCURNAL 


been unable to learn what happened 
there; evidently there are some secrets 
even women will not disclose! Of course, 
it was strictly a feminine affair but the 
music of the College Inn orchestra is 
enough to entice anyone to dance. The 
evening wound up with a show—“‘‘ Rose 
Marie.” 
* * * 

The diamond studded belt, indicative 
of the long distance endurance champions, 
has been awarded to Messrs. Reynolds 
and Larson. The engagement they are 
now winding up was begun last September. 

* * * 

George Long has taken the Chicago 
office correspondent in tow and is show- 
ing him some of the rudiments of golf. 
It is a game kind of hard to understand 
sometimes, particularly when the teacher 
wanted to break his own clubs up and 
retire from the game after the latest 
round. In a few more days the writer 
will belong to the “Sublime Order of 
Hopeful Dubs.” That’s better than being 
a hopeless dub, anyway. 


DETROIT 


Lately our life seems to be one journal 
after another. The Editor has informed 
us, however, that a breathing spell is due, 
as this issue will be the last one until next 
fall. Encouraged by this fact, we have 
cornered our colleagues and painlessly ex- 
tracted from them the following infor- 
mation, which we know is eagerly awaited 
by the other offices. 

The best notes in the April JouRNAL, 
outside of our own, were those of the Ber- 
lin office. The next best were submitted 
by Philadelphia. Why? Well, brevity is 
the soul of wit. What more need we say. 

We were rather disappointed that the 
Chicago Office was not represented. 
When their notes do appear, however, we 
fully expect to see the announcement of 


L. C. Larson’s engagement. The mar- 
riages of H. C. Power and H. L. Hoffman 
prove that anything is possible. 

x * * 


Now that the hot sun is beating down 
upon a suffering populace, we are trying 
to console ourselves with that old adage: 

““No matter how fast a fish swims, 
he never sweats.” 
x kK Ox 


The approach of summer turns our 
thoughts to golf and the great outdoors. 
Talking about golf reminds us _ that 
Messrs. Aughe and McNab, the latter 
formerly with the New York office, chal- 
lenge the personnel of our other offices to 
a long distance golf tournament. This 
method of playing a match is, no doubt, 
an innovation to many; in fact, we be- 
lieve it was invented by the two afore- 
mentioned gentlemen. We do not have 
space here to go into detail concerning 
the rules and regulations governing the 
contest; the challengers, however, prom- 
ise anyone who enters “a run for his 
money.” Address all acceptances to Mr. 
H. J. Aughe, Detroit office. 

It is further suggested that at least one 
of these matches might be played at close 
range the week of June 15th or there- 
abouts. That week the convention of 
cost accountants is to be held in Detroit, 
a fact which will make it possible for sev- 
eral of the delegates from our other offices 
to indulge. 

* * * 

Mr. Aughe is not only a golf enthusi- 
ast; he is also a radio ‘“nut.’’ He has 
asked us to tell the rest of the world that 
he has a hookup for a four-tube set that 
cannot be excelled for tone-quality and 
selectivity. This hookup was described 
in the September, 1924, issue of the Radio 
News. If those interested are unable to 
secure copies, he will be very glad to fur- 
nish the details. 


‘ 
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Mr. 


Fitz-Gerald’s article which ap- 
peared in the March JouRNAL impressed 
the editor of the Pace Student very favor- 
ably. He asked for permission to re- 
print it in their publication, and it has 
appeared in the April issue. 

A further indication of the interest 
which Mr. Fitz-Gerald’s articles arouse 
is the fact that his article on ‘The Ac- 
countant’s Moral, Legal and Financial 
Responsibility,’ which appears in this 
issue of the L. R. B.& M. JouRNAL, is also 
being published by The Certified Public 
Accountant (organ of the American Soci- 
ety of Certified Public Accountants) in 
its May and June issues. 


* * * 


Mr. E. J. Barr climbed mountains on 
his vacation last year. That he is a great 
lover of nature is further evidenced by 
the fact that he has an equity in several of 
Detroit’s most beautiful subdivision lots. 
We don’t know whether he is planning 
on a bungalow or a fortune—possibly a 
fortune. 

x * * 


As we were rushing to press, the follow- 
ing letter was received from the Chicago 
office: 

“The April, 1925, issue of the JouRNAL 
caused considerable excitement in the 
Chicago office. Some of the most con- 
servative members of the staff ‘flashed’ 
as much as $5.00 but could find nobody 
who would bet it was not Ed. Barr of the 
office who filed a claim for $2.75 and col- 
lected $5.00 from an interurban railway 
company. As we remember Ed, he is 
awkward enough to tear his clothes and 
clever enough to collect.” 

We were amazed to find out that any- 
one in the Chicago office had $5.00 to bet. 
Those ‘‘ conservative members”’ (we can- 
not recall any who could be classed that 
way) certainly would lose as Ed. Barr is 
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not the only one who transferred from 
the Chicago office. 

It might be remarked that one of the 
members of our staff had his furniture 
damaged in transit to Detroit and filed 
a claim for $12.90. He received a cheque 
for $26.15... “Tt’s a ont.” 

Moral: Move to Detroit. 


NEW YORK 

While looking over an old scrap book 
kept by his father, Mr. Leete found the 
following, clipped many years ago from 
the Honolulu Times: 


For All Occasions 


If you have the blues, read the 27th 

Psalm. 

If your pocketbook is empty, read the 
37th Psalm. 

If people seem unkind, I John IV. 

If you are discouraged about your work, 
126th Psalm. 

If you are all out of sorts, Hebrews XII. 

If you are losing confidence in men, 

I Corinthians XIII. 

If you cannot have your own way about 

everthing, James III. 

If you are anxious, Matthew VI. 
* * * 

While the world is crying for cheaper 
labor, we have a client who apparently 
does not know what it’s all about. Just 
glance at the following items as taken 
from the expense ledger, 1924: 

One man, one day. . $1.00 
One mule, one day. 1.00 


* * * 


The older members of the New York 
staff will be pleased to know that a 
daughter was born on March 31 to Mrs. 
A. F. Fredd. Mrs. Fredd was formerly 
Miss Mary A. Hoban, for a long time in 
charge of the stenographic department. 
And she surely could get out the work! 

















Mr. Howard of this office has expanded 
his teaching activities for the present 
year. He has been appointed instructor 
in Federal Income Tax Procedure at 
Columbia University and has been re- 
appointed as instructor in the same sub- 
ject at the New York Chapter of the 
American Institute of Banking. 

* * * 

That the reprints which were sent to 
our clients, of Mr. Elmer Staub’s article 
“German Finance and Industry,” ap- 
pearing in Management and Administra- 
tion, have afforded interest to them is evi- 
denced by the receipt of numerous letters 
of appreciation. 

x * * 

Summer is here! The boys are plan- 
ning their vacations. A. O. Granlund 
and T. A. D. Inch anticipate the joys of 
England and France. We advised this 
order as otherwise they may never visit 
the former. The only restriction that we 
place on this little “toot” is that they 
write up their experiences for a later 
issue of the JOURNAL. 





* * * 


J. M. Coffey, of the System Depart- 
ment of this office, was the first speaker 
of the evening at a joint meeting held 
March 23, 1925, with the Foremen’s Club 
of Albany and the Capital District in the 
Auditorium of F. C. Huyck & Sons, 
Rensselaer, New York. His subject was 
on the supplying of full cost information 
to the foreman. 

x * x 


We note in the National Association of 
Cost Accountant’s Bulletin of April 15 
that Major William Butler, Comptroller 
of the Fisher Body Corporation, was very 
active at the March meeting of the Dis- 
trict Chapter of the above association. 
Major Butler is well remembered as a 
former member of the New York office 
staff. 
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PHILADELPHIA 

Mr. Adam Ross has received a con- 
siderable number of very complimentary 
letters on his article in the February 
issue of the JouRNAL. The Editor is 
always glad to learn what is desired by 
readers of the JOURNAL, and therefore 
takes pleasure in announcing that a 
number of similiar articles will be pre- 
pared by Mr. Ross for later issues of the 
JOURNAL. 


SAN FRANCISCO 


At the March meeting of the local 
Chapter of the National Association of 
Cost Accountants, held at the Bellevue 
Hotel on March 23, a lively discussion 
developed on the distribution of green 
print costs to grades. Among the par- 
ticipants in this argument were A. J. Car- 
son, of the Oakland office, and W. C. 
Bober, formerly on the Seattle office staff. 
The referee was C. L. Queen of this office. 


WASHINGTON 

The U.S. Board of Tax Appeals seems 
to be setting a pace for the other branches - 
of the Government when it comes to pro- 
duction. Up to date it has issued 403 
decisions, and there are many more to 
come. 

Our western offices will doubtless be 
interested to know that a division of the 
Board will leave on May 2nd to hold 
hearings in the Northwest and on the 
Pacific Coast. This Division is composed 
of Messrs. A. E. Graupner, P. W. Phil- 
lips and C. M. Trammell. The Treasury 
Department will be represented by the 
following men from the office of the 
Solicitor: Messrs. W. Frank Gibbs, A. 
C. Mackay, John D. Foley and Ward 
Loveless. 
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Colonel Montgomery and Mr. Staub 
spent several days with us during the 
week of April 13th, and Mr. Henderson 
and Mr. T. Edward Ross have also been 
recent visitors. Mr. Ross is not a very 
frequent visitor, but he got a sample of 
how many other people from the Phila- 
delphia office do come to Washington 
when he happened to be here on one day 
which was entirely sacred to Phila- 
delphia. That particular day we also had 
with us Mr. Hood, Mr. Russell, Mr. 
Witman, and Mr. Steinmayer, as well 
as one or two clients of the Philadelphia 
office. 

* * * 

We are pleased to report that Mrs. 
Magathan is sufficiently recovered to 
have returned home from the hospital, 
and Mr. Magathan has lost some of the 
worried look that betokened too many 
family cares. 

* * * 

Mr. Bolinger, by the way, has taken 
on household responsibilities and is try- 
ing out the joys of a bachelor apartment. 
We think this is a step in the right 
direction, and hope that after he has 
made his own coffee a while longer, he’ll 
decide to take a bigger apartment and 
share it with one of the song-birds from 
the music school where we understand 
he still spends most of his time. 


Do Your Best 


No matter if you are hidden in an 
obscure post, never content yourself with 
doing your second best, however unim- 


portant the occasion. 
General Phil Sheridan 


@ 





Co-operation 














[wo fool jackasses—Say! get this dope— 
Were tied together with a piece of rope. 

Said one to the other, ‘‘ You come my way, 
While I take a nibble from this new mown hay.”’ 
“IT won’t!” said the other, ‘‘ You come with me, 
For I too have some hay, you see.” 

So they got nowhere, just pawed up dirt, 

\nd Oh, by Golly, that rope did hurt. 

Then they faced about, these stubborn mules, 
\nd said, ‘“‘We’re acting like human fools. 
Let’s pull together. I'll go your way, 

Then come with me and we'll both eat hay.”’ 
Well, they ate their hay, and liked it too, 

\nd swore to be comrades good and true. 

As the sun went down they were heard to bray 
**Ah! This is the end of a perfect day.”’ 
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The South-Sea House 


Extracts from Charles Lamb’s “The Essays of Elia,’ published between 1820 and 


1d The South Sea House 


33° 


Threadneedle Street and Bishopsgate 


Wr. Robert G. Ladd of the Boston Office, 


was the headquarters of that famous so-called South 
Sea Bubble of England’s financial history and was 


situated at the junction of 
We indebted these extracts, to 
whose eagle eye detected these references 


are for 


to accounts and accountants of an earlier dav. 


This was house of trade—a 
centre of busy interests. The throng of 
merchants was here 

gain—and here some 


are still kept going. 


once a 


the quick pulse ol 
forms of business 

The still 
more sacred interiors of court and com- 
mittee with venerable 
bead es, doorkeepers; directors seated in 
form on solemn days (to proclaim a dead 
dividend) at long worm-eaten tables 

with tarnished gilt-leather cov- 
erings, supporting massy silver inkstands 
long since dry; the oaken wainscots hung 
with pictures of deceased governors and 
sub-governors, of Queen Anne, and the 
two first monarchs of the Brunswick 
dynasty; huge charts, which subsequent 
discoveries have antiquated; dusty maps 
of Mexico, dim as dreams, and soundings 
of the Bay of Panama! ‘The long pas- 
sages hung with buckets, appended, in 
idle row, to walls, whose substance might 
defy any, short of the last, conflagration; 
with vast ranges of cellarage under all, 
where dollars and pieces of eight once lay 
an ‘unsunned heap,’ for Mammon to have 
solaced his solitary heart withal—long 
since dissipated, or scattered into air at 
the blast of the breaking of that famous 
BUBBLE. 

Such is the SOUTH-SEA HOUSE. At 
least such it was forty years ago, when | 
knew it—a magnificent relic! 

The moths, that were then battening 
upon its obsolete ledgers and day-books, 
have rested from their depredations, but 
other like generations have succeeded, 
making fine fretwork among their single 
and double entries. Layers of dust have 


rooms, faces of 


accumulated (a superfoetation of dirt!) 
upon the old layers, that seldom used to 
be disturbed, save by some curious 
finger, now and then, inquisitive to ex- 
plore the mode of bookkeeping in Queen 
Anne’s reign; or, with less hallowed 
curlosity, seeking to unveil some of the 
mysteries of that tremendous HOAX. 


Silence and destitution are upon thy 
walls, proud house, for a memorial! 


Situated, as thou art, in the very heart 
of stirring and living commerce—amid 
the fret and fever of speculation—with 
the Bank, and the ‘Change, and the India 
House about thee, in the heydey of 
present prosperity, with their important 
faces, as it were, insulting thee, their 
poor neighbor out of business—to the idle 
and merely contemplative—to such as 
me, old house! there is a charm in thy 
quiet—a cessation—a coolness from busi- 
ness—an indolence almost cloistral 
which is delightful! With what reverence 
have I paced thy great bare rooms and 
courts at eventide! They spoke of the 
past; the shade of some dead accountant, 
with visionary pen in ear, would flit by 
me, stiff as in life. Living accounts and 
accountants puzzle me. I have no skill in 
figuring. But thy great dead tomes, 
which. scarce three degenerate clerks of 
the present day could lift from their en- 
shrining shelves—with their old fantastic 
flourishes and decorative rubric interlac- 
ings, their sums in triple columniations, 


set down with formal superfluity of 
ciphers—with pious sentences at the be- 
ginning, without which our religious 
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ancestors never ventured to open a book 
of business, or bill of lading 

The very clerks which I remember in 
the South-Sea House 
back 


I speak of forty 
had an air very different 
from those in the public offices that | 
have had to do with since. 


years 


They par- 
took of the genius of the place! 

for the establish- 
admit of superfluous 
salaries) bachelors. Generally (for they 


They were mostly 
ment did not 


had not much to do) persons of a curious 
and speculative turn of mind. = Old- 
fashioned, for a reason mentioned before; 
humorists, for they were of all descrip- 
tions; and, not having been brought 
together in early life (which has a ten- 
dency to assimilate the members of cor- 
porate bodies to each other), but, for the 
most part, placed in this house in ripe or 
middle age, they necessarily carried into 
it their separate habits and oddities, un- 
qualified, if I may so speak, as into a 
common Hence they formed a 
sort of Noah’s ark. Odd fishes. A lay- 
monastery 


The 


stock. 


at that time was one 
Evans, a Cambro-Briton 

He wore his hair, to the last, 
powdered and frizzed out, in the fashion 
which I remember to have seen in carica- 
tures of what were termed, in my young 


cashier 


days, Maccoronies. He was the last of 
that Melancholy as a 
gib-cat over his counter all the forenoon, 
I think I see him making up his cash (as 
they call it) with tremulous fingers, as if 
he feared every one about him was a 
defaulter; in his hypochondria, ready to 
imagine himself one; haunted, at least, 
with the idea of the possibility of his 
becoming one 


race of beaux. 


Of quite another stamp was the then 
accountant, John Tipp. He neither pre- 
tended to high blood, nor in good truth 
cared about the matter. He 
accountant the greatest 
character in the world, and himself the 
greatest accountant ‘n it.” 
not without his hobby. 
lieved his vacant hours 


one fig 
“thought an 


Yet John was 
The fiddle re- 


But at the desk Tipp was quite 
sort of Thence all 
ideas, that were purely ornamental, were 
banished. You could not speak of any- 
thing romantic without rebuke. Politics 
were excluded. A newspaper was thought 
too refined and abstracted. 


another creature. 


The whole 
duty of man consisted in writing off 
dividend warrants. The striking of the 
annual ba'ance in the company’s books 
(which, perhaps, differed from the 
balance of last year in the sum of 
£25,1s,6d) occup ed his days and nights 
for a month previous 

To a genuine accountant the 
ditference of proceeds is as nothing. The 
fractional farthing is as dear to his heart 
as the thousands which stand before it. 
He is the true actor who, whether his 
part be a prince or a peasant, must act it 
with like intensity. With Tipp form was 
everything. His life was formal. His 
actions seemed ruled with a ruler. His 
pen was not less erring than his heart. He 
made the best executor in the world: he 
was plagued with incessant executorships 
accordingly, which excited his spleen and 
soothed his vanity in equal ratios. He 
would swear (for Tipp swore) at the litt'e 
orphans, whose rights he would guard 
with a tenacity like the grasp of a dying 
hand that commended their interests to 
his protection 
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